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INTRODUCTION 

I, the Chairnlan of the Public Accounts Committee, as authorised by 
the Committee, do present on their behalf this Sixty-third Report on the 
Actbn T&en by Government on the recommendations of the Public Accouhts 
Committee contained in their 21st Repon (Fourth Lok Sabha) on Appro- 
priation Accounts (Civil) 1965-66 and Audit Report (Civil) 1967 relating to 
Department of Atomic Energy. Ministry of Externd Affairs etc. 

2. On 12th June, 1968, an "Action Taken" Sub-Committee was 
appointed to scrutinise the replies received from Government in pursuance of 
the recommendations made by the Committee in their earlier Reports. The 
Sub-Committee was constituted with followinp Members; 

1 .  Shri D. K. Kunte-Convener 
2. Shri C. K. Bhattachqryya 
3. Shri K. K. Nayar 
4. Shri Narendra Kuniar Salve 
5. Shrimati Tarkeshwari Sinha 
6. Shri N. R. M. Swamy 

3. The draft Report was considered and adopted by the Sub-Committcc 
ilt their sitting held dn 8th April 1969 and finally adopted by the Public 
Accounts Committee on 2 1st April 1969. 

4. For facility of reference the main conclusions/recomn~cndations of 
the Committee haye been printed in thick type in the body of the Report. 
A statement showing the summary of the main recommendations.lobserva- 
tions of the Committee is appended to the Report (Appendix T). 

5. The Committee place on record their appreciation of the assistance 
rendered to them in this niatter by the Comptroller and Auditor General of 
India. 

NEW DELHI; 
April 28, l969/ Vaiwkha 8, 1891 (S), 

M. R. MASANI, 
Chairman, 

Public Acco~rnts Committee. 



CHAPTER I 

REPORT 

This Beport of thc Cunmittce deals with Action Taken by Govemmcnt 
on the recomincndations of PAC contained in their Twenty-first Report 
(Fourth Lok Sibha) on the Appropriation Acwunts (Civil), 1965-66 and 
Audit Report (Civil), 1967 relating to the Department of Atomic Energy, 
Ministries of Ex tcrnal Affairs, Ftwd. Agriculture. Comniunit y Development 
.and Coaperntion (Dcpartmcnt of  Community Dcvdopn~ent and Coopera- 
tion) Health and Family Planning and Works. Housing & Supply (Depart- 
mcnt of Supply), which was prcscnted to the House on the 18th March, 
1968. 

1.2. Out of 29 recommenda~ions contained in thc Report action taken 
notes have bccn rcceived in respect of 22 recommendations. A statement 
hhowing thc recommendations in rcspect of which replics are still outstmding 
i s  givm in Appondix I. 

1.3. The action taken notcs,"stntemcnts rcceivcd from thc nforcsaid Minis- 
tries/Departnicnts of  thc Govcrnmcnt hqvc bccn cntcgorisul under the 
following heads : 

Rccotixwndations 'obscrvntions that have bccn acccpted by Gov- 
crnnlilnt : 
S. Noc. 1 ,  2, 3, 7 .  8-10 (Finance), 12 (Para 4.18), 13 (Paras 
5.15 & 5.16), 14, 15 (Finance), 17, 18, 19, 20, 21, 23, 24, 25, 
26 and 28. 
Rccornn~cndation~/obscrvatio~ls which tilc Committcc do not 
desirr: to  punuc in view of thc rcplieq of thc Oovcrnmcnt. 
S. No. 27. 
Recomn~endation~~ob~crvations rcpliea to which have not ~ I I  
accdpted by thc Committcc and which rcyuirc reiteration; 
S. Nos. 5 ,  G, 11 and 12, (Para 4.17). 
Rccommendations/obsc~vations in rcspccr of which Govcrn- 
ment have furnished intcrim replics. 
S. No. 4. 

1.4. The Committee desire that replies to the outstanding recommcnda- 
ticm contained in the Report should be submitted to them expeditiously. 

1.5. The Committee will now deal with action takeh by Government on 
some of the recommendations. 

C'ooperative Societics in Delhi-Pirragraph 3.15-3.17 (S. NO. 5) . 
1.6. In p$waph 3.1-3.15, the Committee had dealt in detail with 

the finaacial assistance given by Government to Cooperative Societies in 
Delhi by way of loans, subsidies and grants-in-aid and its recovery. 

1 



The Committee made the followitlg observations in paragraphs 3.16- 
3,17 : 

"The Committee note that out of 129 Societies which have defqultod 
in paymcnt of loans, as many a. 107 haye gone into liquidation. 
The Committee des~rc that Government should take suitable measures 
to ensure recovery of loans to the maximum extent poss~ble already 
given to these Societies under liquidation. The Committee r a l s r )  
suggest that Govcrnmcnt should investigate in detail the reasons ,due 
to which societies to whom Rs. 10,000 or more were advanced as 
loans, went into liquidation. Apart from taking suitable meqsures 
in the light of this analysis to effect recovery from other Cbopn-  
tivc Socicties, the Committee would like Government to review the 
criteria for advancing loans to Co-operative Societies so as to qvoid 
recurrence of such cases. (Para 3.1 6) 
As regards thc recovery of loans given to Societies for thc rehabili- 
tation of displriccd pcrsons the Committee suggest that the De 
ment of Cooperation should intimate the details of recovery Ei 
Members of these Cooperative Societies to the Chief Settlcmeqt Com- 
missioner so that these could be adjusted, if possible, against the 
compcnaation claims, if  any, of these displaced persons. (Para 3.17) 

1.7. In their reply dated the 5th October. 1968, the Department of 
Cooperation have st:~tcd : 

Balance outstanding ;IS Amount recovcretl Balance as cn 31-3-68 
on 31-3-67 

- -- -- . - - - -- .- - - - - 
Principal 3,92,591 .6X P~~ncrpa l  30,405' 91 Principal 3.62.1 5 5 - 7 7  
Intcrest 47,793.00 Intcrc51 14,741 a00 Intclest 47.1 36.92' 

---- -- - - -- - -- -- -- - -- ---- - 
*lncludcs further intcrcst on ovc~.duc Principal. 

Following steps have been taken for the early recovery of outstanding 
loans from the societies under liquidation : 

Periodical meetings of the liquidators of the concerned societies are being 
held, where Registrar of Cooperative Societies, Delhi, reviews the progress 
of recovery and the efforts being made by them in this behalf. Wherever 
necessary, liquidators contact the Collector personqlly for pushing up thc 
recoveries and taking suitable action. During the year 1967-68. 41 meeting 
were held for the purpose. 

2. 381 cases involving the loans amounting to Rs. 3,55.850 have been 
referred since 1962-63 onwa,rds, to the Collector, Delhi for recovery as 
arrears of land revenue. 

3. A decision has been taken by the Delhi Administra,tion on 30-7-68 to 
delegate the powcrs of Collector to the Assistant Registrar of Cooperative 
Societies so that the recovery of arrears may be expedited. 

4. The total number of societies which were advanccd loans of 
Rs. 10,000 or more and which went into liquidation is 40. 



An examination of the causes leading to the liquidation of these societies 
reveals that these societies were brought under liquidation for one or more 
reasons inhcated below : 

( a )  These societies wen mainly organisezi for the Rcfugem many oP 
whom, in search of employment or business to rehabilitate rhcm- 
selves, have left Delhi and migrated to other parts of the coun- 
try. 

" (b) Lack of interest on the part of management and members due 
to which some of these societies sustained heavy losses. 

(c) Due to gross mismanagement and serious irrcgularitics in some 
of these societies, there was no possibility 01 the socicties being 
rehabilitated. 

( d )  Several societies ceased functioning due to Iargs-scale uut 
universal default in repayment of loans, 

The main criterion for qdvancing loans to Cooperative Societies is their 
credit-worthiness and the standard of management. The Union Territories 
administrations have been ilgain requested to cxercisc caution in determining 
thc suitability of a society bcfore giving loans and advances." 

1.8. With regard to the recovery of loans given to the Socicties for th: 
rehabilitation of displaced pcrsons, Government have stated : 

"As suggested by the Committee, Registrar of Coopcralive Societies, 
Dclhi, had forwarded a list of the dcfaulti~ig socictics to tho C h i d  
Settlement Commissioner, Ministry of 1,abour Employment and Rcha- 
bilitation with thc request to examinc if  the society's ducs could bc 
adjusted against any pending compensation claims. However, the 
Chief Settlement Commissioner has expressed his inability to initiate 
action in the absence of index number of the claims etc. 
I t  may be nlcntioncd that thew lorins wcre given Tor thc purpose of 
rehabilitation of the refugees at the time of partition of the country. 
No such loans arc now bcing given." 

1.9. The Committee regret to observe that not much headway has been 
made in the recovery of loans given to the Cooperative Societies although 
381 cases involving loans amounting to Rs. 3,55,850 had been referrcd 
sidce 1962-63 onwards to the Collector, Delhi for effecting recovory as 
arrears of land revenue. Thc Committee desire that Government should take 
effective measures to reower the outstanding dues and interest threon expe- 
ditiously. 

The Committee note that 40 Cooperative Societies which were each 
advanced loans of Rs. 10,000 or more had gone into liquidation. The Corn- 
mittee regret to observe that the main causes leading to the liquidalion of 
k e  Societies were lack of interest on the part of management resvlting in 
firoa~ mismanagement and serious irregularities. The Committee feel that 
Government which had advanced substantial amounts to these Societies should 
have kept proper and contemporancous watch over the functioning of these 
Societies. The Csommittee hope that before granting financial assistance to 
Co~perative Societies, in future, the Delhi Administration will invariably 
verify the viability of the Society, its managerial capability and the standing 
of the Members of the Society. The Committee need hardly stress that as 
soon as default on the part of a Cooperative Society comes to notice, neces- 
sary remedial measures should be taken before the psition deteriorates to a 
point where the recovery of loans granted by Government is jeopardised. 



1.10. The Conmiittee note tbat the Chief SdtlemerPt C m  rud 
cxpreaured his inability to initiate action for the r e m  d loem doe from 
tk ,We.tics for ~habilitalion d displaced persons by &wiug (ha sgW 
pcadiaql compmwtiun claim$, if any, in the absence of iadex wamh of 
the clainl. 'I'his is idkativc of the fad  that plroper care w&s aot observed 
in Wng down all relevant particulars of the Members of the CoopeRtfve 
Sodety so :ts fa secure Government's loans to the maximum extent powble. 
llre Committee suggehl that Govcrnmcnt l o u l d  issue so#able instruetiom 
for noting down dl relevant details in respect of tbe Memtwrb of the 
Cooperativc Sociefy before an! ban is granted, so that in the evm oi default, 
it could hc recovered from all the available resources of the Membcn. 

('ontrihrc!iort ro Ylrcsc C'i~pirc~l--Puru~~~u~)It  3.28 (S. No. 6 oj Appe~tcii.r 1'111 
ot rhr Twcrrry- fir^ Rcp~rr-Fo~rrth Lok Sabha). 

1.1 1 .  In par;lgra,pti 3.2K, the Co~iitnittcc had referred to losscs suffered 
hy the Coopmtivc Stxicty in which Govcrnnicnt had invested Rs. 4.75 1;lkhs 
;mi m i d c  the lollowinji ohscrvntions : 

In 
stntcd 

"3.28 : 'l"hc Conimiitcc itrc not able to apprcciatc how a Society in 
which Govcrnnient I~avc invcstcd Rq, 4.75 lakhs and which has a 
rurnovcr of Rs. 2 crorcs could sufTcr losses, Thc Conlmittee would 
likc (iovcrnnicnt to c n w c  prudcnt initnirgcmcnt of thc Society to 
~al'cguard public t'unds invested in it." 
thcir rcpl~ datcd 5- 10-68, the L)cp;rrtmcnt of Coopcration have 

"Thc 1)cllii Consu~ncr Ctmpcrativc Who1cs;rle Store suflered losses 
1i;d ;t good turno\,cr thinly due to the following reasons : 
Prcponderanw of controlled co~il~imdities in the sales; 
l.oching up of  upitul with primaries to whom supplies were made 
or1 crcdit: 
Heavy cstablishnicnt expenses (Pay roll expenses) and other mn- 
liogcnnt chasgcs in relation to thc low gross profit; 
Huge outstanding :idvnnccs against ccrtain parties and members 
01' the Managing Committee (Thc advances outstanding on 
21-5-67 were Rs. 4.99 lakhs): 
Indiscsiminatc and ill-timed purchases made by autllorised hands 
on bcllalf of the storcs; and 
Tlic recruitment of inexpcricnccd /'inefficient staff. 

The bulk of the turnovcr of thc society was accounted for only by 
rationed csmtnodities whcrc the mqrgin of profit is very low. As the ope- 
rations in these comnloditics proved to be uncconomical, the society gave 
up the business in Octohcr, 1967. Fast selling and profitable items are being 
introduccd likc cycle lyres and tubes scooter tyres, vanaspati, blades, general 
merchandise. sugar ctc. As rcpards recovery of amounts locked up with 
primaries. n recovery ccll has been set up in the office of the Wholesale 
Society in cliargc of an oficer lent on deputation by the Delhi Cooperative 
Dcpartnxnt. Out of thc a~nounts outstanding Rs. 95,128.97 have been r- 
vered. Arbitration references have also been filed in 41 cases out of which 
awards in 23 cscs  haw hccn obtaincd. Proceedings are in progress in the 
rest of the cqses. 



Noticch preparatory to orbitri1ti(311.h~ also bccn srrvcd upon othct stores 
clr=faulting payment. ElTorts we also k i n g  ntadc to rcducc expnscs on 
ovcr1lc;id~ libc cstablisl~ntcnt ch;lspcs. . 

..Is thc cIcct~d manr!gcmcnt h:d failcd t t ~  run tllc institution on propcr 
linc \ and tlicrc wcrc se r~o i~s  irrcgu1;iritics i n  thc working of thc store, losscs 
~ivitinuc'il pilling up. I3clhi Adniinistralitm took noticc of the worsening 
situ;ilion,and in ;In nttcnlpt ~ L I  irnplxnvc thc quul;ty of m;tnagcmcnt, suprs.dcii 
the clcctcd Illati;lgenic'lit ;\nJ rcpI.wi1 it hy ;I t~iw~iniltcd managing cimmittcc 
on thc 28th Junc, 1967. Thc supc.rscdcd ~~tilnilging committee chullcngcd 
the o r d x  of tlic Adtninistrntion through il writ petition filed in thc Dclhi 
High Court. Hccausc of thc pending writ pctition and the uncertainty of 
i t s  futurc. t l~c  noniinatcii ~nanaping committee could not work effective1 . 
Th;: Dclhi High Court qu;~shcd thc ordcr of supcrsession dn 21st Marc X , 
1068. Conwqucntly thc old nianaging committc:: has taken control of the 
nllairs of thc store on tlw 2Rth March. 1968. 'The Dclhi Administrqtion pro- 
pose to go in appeal and has filcd ;rri application for special lcnvc to appear 
txforc thc Suprenic Court." 

1.13. 'Tlw Conimitter regret to notc Ihe losses suffered by Ihe Delhi Con- 
hunter Cooperative Wholesale Store in which Government have invested 
Rs. 4.75 lakh+ were mainly due to heavy establishmcnt expenses, huge out- 
standing advances against certain perticri, and Members of the Managing Com- 
mittee, indiscriminate and ill-timed purchases and the recruitment of ineffi- 
cient shH'. 

1.14 Thc Cammittee take a serious view of the irrcgulnrities in working 
of the societj which have resulted in pilling up of losws. The Committee 
wggest that in the light of the lapses found in the working of this Coopera- 
tive Society a suitable check list should be devised for exercising contempo= 
raneous and factual check in the working of the Cooperative Sodeties in 
order to retrieve the position bebre it becomes too late. 

1.15. 'l'hc Committee notc that Government have applied for special 
leave to file :in appeal before the Supreme Court against the judgement of 
the High Court quashing the order of supersession of the Managing Com- 
mittee. They would like to know the outcome of the application. 

1.16. The Committee need hardly stress that continnous effort should 
he made to recover the outstanding amounts due to the Cooperative Society 
as early as possible. 

I)cafu~llt i tr  i cJpuytttertt of Ioo~~.v-parugr~u~~~~,s  4.15 & 4.1 7 (Sr .  Nos. 11 & 12), 
1 . l 7 .  During thc period May. 1926 to March, 1966-67 loans aggregat- 

ing Rs, 2,232.59 lakhs were sanctioned to thc erstwhile Delhi Joint Water 
and Scwng~ Board/Delhi Municipal Corporation for implementation of cer- 
tain wqtcr supply and sewage schemes. The loans were repayable in equated 
m-tual inst;11111cnts together with interest at ratcs varying from 33 to  6 per 
ccnt per annum. In casc of 15 loans, thc sanctions also provided that 
penal intcrcst at the rate of 24 to 31 per ccnt, per annum would be recover- 
able in the evcnt of non-repayment of the instalments of loaps and non-pay- 
m n t  of int&cst of the due dates. From June, 1964 onwards, the Cor- 
poration failed to  make regular repayments of the instalments of loans and 
interest duc thereon on thc due datcs. The instalments overdue for recovery 
on 31st March, 1966, of principal and interest amounted to  Rs. 53.58 



lakhs and Rs. 97.95 lakhs respectively, The Committee made the follow- 
ing observations in paragraphs 4.1 5 and 4.1 7 : 

"4.15. The Committce repet to note that an amount of RF. 151.53 
lakhs (Rs. 53.58 lakhs principal and Rs. 97.95 lakhs as interest) 
was ovcrdue for recovery from the Dclhi Municipal Corporation 
on iiccount of loans given by the Central Government for 
iniplcn~cntation of certain water supply and sewage schen~es. It  
i s  also strange to note that evcn when the loans were scnctioned 
for a spccific purpow thc rcalisations of water and scwage taxes 
were crcditcd to thc general funds of the Corporation instead of 
being pl:~ccd i n  a scparatc account for the rcpaymcnt of the 
loans, Thc Coniniittcc feel that repayment of the instalmenls 
of thc In;ins and intcrcst should have bccn thc first charge on 
the rcnlieations from wiitcr itnd sewage taxes." 
'T'hc Conimittcc hope that, with thc implenicntation of the abovc 
instructions, i t  would be possible for Government to get back 
inst;~lnicnts of loi~ns and interest due from the Municipal Cor- 
pori~tion. 'I'hc Conimittec necd hardly stress that, when loans 
iirc granted for spccific purposes, thcir rcpaymcnt on due dates 
should he insistecl upon illid defaults in repayments should be 
vicwccl scriouslv. The Committce would also like to bc informed 
of the rectwerics of the overdue inslalments in this case." 

1 . I  8. I n  thcir rcply di~tcd I st February. 1969. the Dcpartnlcnt of H:alth 
havc stntcd : 

"Thc acco~~nts of thc Witlcr Supply and Scwagc Disposal Undertaking 
wcrc alrciidy hcinc maintaincd separately from those of thc General 
Wing, cxccj71 in the casc of the collcction of : 
( ; I)  water chiirg~s recovcrccl on the hasis of metered water supply 

ond flat rate supply; and 
(h)  watcr tax and scavenging tax collected as components of the 

propcrty trtxcs." 
According to the practice existing in March, 1967, so far as mounts  

collcctcd in respect of (a) above wcrc conccrned, these were credited straight 
away to the account of thc Undcrtaking. Thc amounts rcnlised in rcspxt of 
fh) ahovc which werc rccovcrcd as coniponent$ of property taxes wcrc 
initiallv credited to the accounts of the Gcncral Wing and later credited by 
that Win. to thc :iccounts of thc Ilndcrtaking. Howevcr, an amount of 
Rs. 120 lahhs on ilccount of watcr tax and wavcnging tax collected by the 
Gcncrnl Winy up to 31st M:trcli, 1967, on behalf of the Water Supply and 
Scwacc Dispowl IJndxtaking has not been transferred to the account of the 
IJndcrtakinr ns vct. The rcnson for this short deposit hv the Genlral Wing 
is wain their precarious ways and inems position. The said amount of 
Rs. 120 l;tl\hs forms pnrt of the outstanding amount of Rs. 636 lakhs against 
the General Wing of the Municipal Corporation of Delhi. 

3. Tn order to ensure that the accounts of the two wings of the Corpo- 
ration (General Wing and the Water Supply and Sewage Disposal Under- 
taking) rcmain conlplctely separate, necessary orders werc issued by the 
Commissioner on the 28th March, 1967 (copy enclosed and the procedure 
given therein is being followed strictly with effect from 1-4-1967. The Water 
'Supply and Sewage Disposal Undertaking have also certified that all the 



amounts collected by the General Wing on its bzhalf have been credited to 
their account during 1967-68. 

4. The Lt. Governor, Delhi, had written to the Commissioner, Delhi 
~unicipal Corporation in May, 1967. instructing inter crlia that- . 

"the repayment of loans and interest chqrgcs advanced by the Gov- 
ernment of India should be the first charge on the revenues of the 

* Yndertaking and steps should bc takcn to say these up." 
In this connection, the qndertaking have pointed that whilc putting this 

condition. the huge expenditkc on revenue account incurred by them on 
the salary of staff and the production of water and disposd of sewage had 
not been taken into account. This is an expenditure which by no means, 
cannot be postponed cven for a single day. However, the Undcrtaking have 
assured that thcy would repay thc loans instajments (including interest therc- 
on) after they have received their dues outstanding against the General Wing 
of the Delhi Municipal Corporation and the New Delhi Municipal Com- 
mittee. According to the Undertaking. the outstanding amounts against the 
General Wing of the Municipal Corporation of Delhi and the New Delhi 
Municipal Committee as on 31st March, 1968, amounted to 636 lakhs and 
175 lakhs respectively, whereas the amount of overdue instalments (princi- 
pa1 and interest) as on 31st March, 1968, is Rs. 442.72 lakhs." 

Thc Water Supply and Scwage Disposal Undertaking have already sought 
confirmation of the amount of Rs. 636 lakhs outstanding against the General 
Wing of the Delhi Municipal Corporation and the same is awaited. In 
regard to the sum of Rs. 175 lakhs against the New Delhi Municipal Com- 
mittee the position is that thc New Delhi Municipal Committee had raised a 
dispute about the quantity of water supplied to them and the cost thereof, 
as charged by the Delhi Water Supply and Sewage Disposal Undertaking. 
This dispute is under consideration of the Lt. Governor, Delhi, a,nd his 
final award about the amount payable by the New Delhi Municipal Com- 
mittee is expected to be received shortly. The N.D.M.C. has not, however, 
accepted the outstanding amount of Rs. 175 lakhs as per records of the W.S. 
& S.D. Undertaking. (Para 4.15) 

The accounts of the Water Supply and Sewage Disposal Undertaking are 
now being maintained separately. The position has also been stated in the 
note relating to para 4.15. 

2. The amounts that are received by the General Wing on account of 
water tax and scqvenging tax are also being credited immediately in the 
i1ccounts of the Water Supply and Sewage Disposal Undertaking. 

3. As regards rendering of full accounts of the loans and grants released 
by the Government, the Undertaking have stated that the loan cannot be 
said to be fully accounted for unless the expenditure therefrom is adjusted 
in the accounts of the Delhi Water Supply and Sewage Disposal Schemes/ 
Works. During the First and the Second Five Year Plans, the works were 
cxecuted through the agency of the Central Public Works Department and 
advances for executing those works were paid to them. While the works 
were completed by the CPWIS, the accounts thereof were not generally ren- 
dered by thom and even uptil now a sizable amount of the advances is out- 
standing against the CPWD. The Chief Engineer, CPWD, has all along been 
reminded to render the account of all the advances. The Water Supply and 
Sewage Disposal Undertaking are taking up the matter with the Ministry of 



Works, Hou4np ;in* Supply to cxpcdirc the settlement of accounts a d  
refunding the unspcnt h;~lanw w t  of th: advances pilid to rb CPWD. 

4. A4 already stated in the note relating to para 4.15 the Water supply 
and swage 1Xspcx:tl Undertaking arc making all clTorts to repay the loan 
instalmcnts (including interest thcrcon) but this is contingent on thc fact 
that thcir dues outstanding  g gain st the Gcncral Wing of Municipal Corpora- 
tion of Dclhi and thc NDMC are received by them. The Gawrnmcnt of 
India h i w  already seriously vicwcd the dcfaults in repayments by rhc Under- 
taking. 'This question was last discussed in the Third Meeting of the Com- 
mittee of Sccretarict.s. I t  was stated that the Morarka Commission had gonc 
into fliis question ;inJ i t  would have to bc further reviewed after the report 
was rccsived by thc Govcrnmcnt. 'Ihe cxisting tariff may also hitve to hc 
re-examined, if nccrssary. 

5. 'fflc position rcgi~rclinp rccovcrics o f  the overdue instalriicnts as on 
31 st March, 1968 is ;I% under : 

Principal . . 144.89 lakhs 

N o  payolcnt was nlitdc bj thc Undcrtnhing during thc' ptriotl iron1 
1-3-1965 to 31-3-19OEl. Tliq  haw, howcvcr, mide a paymcnt of Rs 20 
lakhq towards repayment of lo:m to tllc Go~crnmrnt of India on tlic 4th 
April, 1968. 

1.19. The Comn~ittec regret to notc thnt tbc amnunt of ovcrdur instal- 
ments of the loan repnyable by the Water Supplg and Sewage Disposal Under- 
taking to the Government of India has increased from Rs. 151.53 l a m  
53.58 lalihs principal and Rs. 97.95 lakhs interest) as on 32st March, 1966 
to Rs. 442.72 lakhs (Rs. 144.89 lakbs principal and Rs. 297.83 lakhr 
interest) as on 31st March, 1968 (the Undertaking hn(i made a payment of 
Rs. 20 lakhs towards repayment of loan on 4th April, 1968). Tho Committee 
desire that repayment of loans and interest should be the first c h w e  on tbc 
Water Supply and Sewage Disposal Undertaking, and they would like Gov- 
ernment to ensurr that the Water Supply and Sewage Disposal Undertaking 
bnour  their commitments in this behalf. According to the Water Snppl~ 
& Sewage Disposal Undertaking, their outstanding dues aqainst the Gencrlwl 
Wing of Municipal Corporation of Delhi and New Delhi Municipal Com- 
mittee as on 31st March, 1968 amounted to Rs. 636 lakhs and Rs. 175 1akh 
respectively. 

The Committee would also suggest that a suitable long-term arrange- 
ment should be evolved so as to ensure that future payments by these local 
bodks to the Water Supply & Sewage Dispmal Undertaking are made in 
time. 

1.20. Another disturbing fact brought to the notice of the Commitlee is 
that CPWD who executed the works for the Water Supply and Sewage Dis- 
posal Undertaking in the First and Second Five Year Plans have not yet 
rendered detailed acmnnts. This is an extremely unsatisfactory slate of 
&airs. The Committee suggest that Government should have the accounts 
iinaiised by s target date to be fixed in that behalf. 



CHAPTER 11 
R m M E N D A T I O N S  OBSERI'ATIONS THAI' HA\'E DEEN AC- 

CEPTED BY GOVERNMENT 

Atomic 
Energy 

Finance 
(DEA) 

Do. 

Atomic 
Energy 

Thc cc~nimittee arc ~ l ;d  10 notc 
that tlic Miniqtry c d '  I:~nuncc 
(Dzptt. of  Economic Affi~ir~) 
hiivr,ut the instance c.f the L)~i>iirt- 
ment of Atomic Encrgy, agreed to 
make special arrmgcmcnts un- 
der which the forcign cxchangc 
requirements of m Jor projects 
over a period of thrcc and half 
years will be nllocatcd to the 
Department, indicating thc sou- 
rce and amount (if frec forciyn 
cxchangc which coi~lrl he uti- 
liscd. To ovcl,comc adniiliis- 
t rutivc dc1:lys at (ic~vcrtimcnt 
level, thc Committee haw no 
doubt that thc Department elf 
Atomic Encrgy will rnakc the 
best use of thc organisation 
rccently set up in the Cabinct 
Sccrctariat to cffect co-ordina- 
tion betuwn the various 
Government agencies. 

Thc Con~~nittce hope that, with thc 
procedure for the allocation 
of forcign cxchangc having bccn 
s t ~ ~ a m l  i ncd and with t hc 
required co-ordination amongst 
the diffcrcnt Ministries. the 
Dep;~rtmcnt of Atomic 
Enorgy will be able to prcmxd 
with the execution of its major 
projects cxpcditiously and to 
cornplcte them on sechedulc. 

The Committee notc that the per- 
ccntagc of savings in capital out- 
lay has progressivtAy ccmc down 
from 70 in 1963-64 and about 25 
in 1964-65 to 4 in 1965-66. The 
Committee feol that the budget cs- 
trmatcs require to bc prepared stjll 
more real~stically. Thc Commi- 
ttee suggest that in cases whcre 
due to dclay in availability 
of foreign exchange or otherwise, 
theexecution of a project is doubt- 
ful in any one year, only a token 
grant may be taken for it. Fur- 
ther, in other cases whcre amounts 
voted by Parliament arc not likely 
to be spent, surrenders should 
be made in time. Such a step 
would help Government in ass- 
essing the ways and means posi- 
t ion. 

Thc suggcstiom 
made by the 
C m m i t t w  arc 
being imple- 
mented by tho 
Department. 



. -.,. . ._-I-_. _......_... --.---. . .............. ----.----------XI.- -- 
SI. Para No. Ministry/ Action taken 
NO. or Dcptt. Con~lusions~rccmmendation~ by the R&3 

Report concerned Ministry1 
Depanmea t 

.. .-.-.. . . . . .  ."-- ... --- 
I 2 3 4 5 6 ... ---. ...... --.- . .,.--. 

The suggestions mrde 
1.16 Atomic As the taxation policy of Govern- by the ~ o m m i t t e d  ate  

Energy ment largely dcpends on the bud- being i m p l e m t c d  by 
gct provisions of the various De- the Department. 

All Mini- parlrncncs, rhc Cornmirtee su gest 
strie.,  hat cash D2panrnent rhoud  ex- 
Deptts. ercise closcr and stricter control 

ovcr \hc t ~ h n i q u c  of budgeting so 
as to exclude such projects 
from the budgetary provisions as 
are not likely to be taken up for 
execution during the year. 

I Department of Atomic Energy O.M. No. 24/4/68-Budget dl. 2-1-1969 ] 

''As thc taxation policy of Government largely depends on the 
budget provisions of the various Departments, the Committee suggest 
that each Department should exercise closer and stricter control over 
the technique of budgeting so as to exclude such projects from thc 
budgetary provisions as are not likely to be taken up for execution 
during the year" 

[Rwmcndat ion No.  2 (Para No. 1.16) of Appendix VlIl  to the 21st 
Report (4th Lok Sabha)] 

Action taken 
The observations of the Committee have been noted and suitablc 

instructions have been issued to all Ministries/Departments vide Ministry 
of Finance O.M. No. F. 12(18)-E(Coord) /68-I, dated 24-6-1968 (copy 
enclosed). 
[Ministry of Finance (Deptt. of Expenditure) O.M. 12(18)-E.-Coordi68, 

dated 29-10-681. 

No. F. 12(18)-E.(Coord)/68-I 
G~VERNMENT OF INDIA 
MINISTRY OF RNANCE 

(DEPARTMENT OF EXPENDITURE) 
New Delhi, dated the 24th June, 1968. 

OFFICE MEMORANDUM 
Su~.lec.r :-2lst Report of the P,A.C. (4th Lok Sabha)-Recornmen- 

dation No. 2 (paru 1.16)--Control over the t echn iq~  ol 
budgeting. 

The Public Accounts Committee, while stressing the need for realistic 
proparation of budget estimates by Govt. Departments, have made 
following observations in Para 1.16 of their 21st Report (4th Lok Sabha) :- 

"As the taxation policy of Govt. largely depends on the, budget P 
visions, of the various Departments, the Committee suggest that each 



n t  should exercise closcr and stricter coritrul ovcr thc kxhuiquc 
of "I?= dgeting so as to cxclude such projects tron~ the budyctary provision$ 
as ar\: not likely to be taken up for execution during thc ycar." 

* Instructions haw been issued to thc Ministrich fronl t h c  to time cmpha- 
sizing the need lor framing their budget proposals on it realistic basis and 
for including in the budget only such schcmes~proposal~ as have been worked 
out ip cosn@$c &tail and haw a rc.a.sonablc prospcct of king camcd 
t hmugh ddnng that financial ycnr. 

In cases whcrc the schemcs are riot fully ~ o r k c d  out at the hudget s t a g  
,~nd  a realistic chtimate of tllc likely cxpcnditurc during thc year is not found 
pssible, provision for preliminary cvpcnsss and immediate mitiinium rcquirc- 
rmnts if any, need only be included in the budgct. Whcrc, howcvcr, thc 
likelihood of thc schemes being taken up during thc ycar i ,  clcarly foresccn. 
ywision can be included in thc budgt  to thc clvtcnt ncccswy xubject to  
~ ~ i e w  later on during the financial year on thc basis of prcwpsg l l l i i d~  in' 
the planning and the sanction of thc schemes. No hudgct provision should. 
under any circumstances, be made for schemcs which arc not likely to bc 
tiken up for cxccution during the ycar. 

The Ministry ot Home Afairs etc. arc rcquwtcd to notc tlic obwrvirtions 
of the P.A.C. for strict complinncc and also issw of.suit;ible in\tnlctioas to 
all concerned undcr them. 

All Ministrias,,Deptts. of the Govt. of l~irlia. 

No. F. 12 ( 1 8 ) -E(Cooril) /6X 
Copy fonvardd to :- 

( I ) A. &. 73. Branch 
(2) Derencc Division 
(3 )  Lok Sabha Sccreturiat ( P.A.C. Branch ) . 

Recommendation 
The Committee are unable to appreciate how a formcr Camn+isioner in 

Mauritius, whilc posted later in Kabul, could communicatc a written wm- 
:nitmcut to the firm in Mauritius to rent the housc' without th: approval of 
thc Government. The Committee feel that it was impropr on  the part 
of thu former Commissioner to hc negotiating a leasc of' a house which was 
the affairs of his successor. The Committee note. that the view has been 
mpressed upon the officer concerned. The Conimittcc desire that thc 
Ministry of External Affairs should issue clear instructions to the  Heads of 
Missions abroad so that cases of this t y p  do not recur. 



Pursuant to the rccomntcndations of the Committee, circular iostructiol~s 
haw bccn i~wcd in thc Ministry's circular No. Q/Prop.1/734/1/'68, dated 
thc 4th Junc, 13h8 (Copy enclosed) enjoining upon all Hcads of Missions 
abroad that they or othcr officials should not entertain i iny  correspondence 
with thcir landlords in a lrianner so as to commit Cjov~mn~c'nt in any waj 
without obtaining thc specific prior approval of the comptcnt authority,and 
once they havc bccn posted out of a particthr station thcv qhould aot ncgo- 
tiatc a lease of a house ctc.; at thcir prcvious stations and my pending nego- 
tintionr; on that account ibt the time of thcir departure from that station 
should be IcSt to lfwir si~cc~'lrsors to tlc';~l \+it l l .  

[Minktry of' Ex[crniil Affairs O.M. NO. O(BFI1) 7340/1/68, 
dntcd thc 16- 1 1 - 19681. 

Recommendation 
The Cornmittel: arc g1;~I to notc that a sum ot Rs. 1.06,000 out d 

Ks. 1,86,000 on iiccount of arrears ot /2udit fms has bccn rccovercd. Tbc 
Conunittcu: rccommcnd that arrears tor I hc remaining rimoun ts should also 
bc rmvcred carly and that action t a h  to cnsure that rccovcry of Audit 
fecs for thc current pcriod is not allowcd to go into arrears. The Com- 
n~ittcc would like to watch thc effect of thc mcasurcs takcn by Government 
through future Audit Reports. (Scrial No. 7-Para 3.32-.-2ppendix VIII). 

Action taken 
Out of the old arrcars of audit fccg nmounting to K4. 80,000 a sun1 01 

Rq. 34,000 has since becn recovcrtd. Action for the rccoicry of the balanw 
amount o f  Rs. 46.000 i s  in progress. Propss  of recowry iq rather s l o ~  
as the arrrears mostly relefc to those wcictics which hnic a1rc:ldy bccn takcll 
into liquidation for reasons of their unsi~tisfactory working. 

As regards thc rccovcry of the currcrit ducs, thc rewmn~cndations of tbc 
Committee have becn noted. Efforts arc cor~tinuously m d c  to avoid accumu- 
lation of currcnt dues. 
[Ministry of Food & Apiculture Co~,rnniunity Developcnt bi Cooperation 

(Deptt. of Ctwpmtion) O.M. No. h-S/'68-UTBK tlt. 5-10-19681 
Recommendation 

"It is aIso obscrvcd that a sum of Rs. 17,000 was diverted by t h t  
Parishad to the 'Madras study project' from the project on concurrcnl 
studics. There were somc other fiuanciul irregularities. The Conmi ttci 
note that some action has been initiatcd to get these financial irregularitic. 
regulariscd. Thcy hope that G'ovemmcnt will now be able to get thc result\ 
of the studies entrusted to the All India Panchayat Parishad without further 
delay. The Committee would also like to be assured that the results ol 
thcsc studies would bc put to the use for which they were intended. Whik 
the Committee appreciate that diaculties might bave bccn cxperiencsd in 
the recruitment of the right type of staff for undertaking such a reseash 
assignment, they feel that such difficulties &odd have been given POW' 
mideration before entrusting this project to the Parishad. llx Can- 
mittee suegest that before giving grants to non-official orpisations, Goy- 
mment  should ensure that such organisations have the capability and 
financial soundness to execute the various projects entrusted to them. In 
p a r w a r ,  it must be ensured that the organisations haw compelwit staff 



to undertalc the rcscarcli prcjccts. I n  this connection. thc Committee would 
reiterate their observation contained in piin 1.10') ot' tlrcir 14th Kcport (4th 
IAA Sabha) ". 

'Whc Committee also suggest that Gowrnrncnt should not rclcw a pan t  
or its instalrnent to a non-official organisation without making sirrc that thc 
prcgress madc is commcnsuntc with thc p n t  and that the qualily of work 
i, up to thc requisite standard. The Committee would likc to hc infornietl 
of the reme@l measures taken to avoid thc rccurrcncc of such cascs." 
[S.  No. 8 (Para Nos. 3.51 and 3.52) of hppndis  Vlll to tllc 21st Report 

(4th 1-ok Sabhn)] 

Action taken 
N3h rcfcrcncc to thr: gcncral aspect of the abovc rcconimcnJ,~tions thr: 

pi t ion in regard to the cxisting prmdurcs and financial rules is cxpliiincd 
bdow :- 

1. The administrative Ministries arc competent to sanction grants-in-aid 
provided they arc in accordance with thc rdcs or principles prcscribai with 
thc previous conwnt of tho Finance Ministry. k f o r c  releasing thc grant.+, 
Imlever, the Ministrics have to satisfy themselves from the p rcdura l  
angle. regarding which various instructicns have bcen issucd by the Ministry 
of Finance from time to time. Thesc include thc following :- 

(i) Before sanctioning grant-in-aid to privatc institutions it should 
be examined that institutionc have the cxpericnce w ~ d  the man- 
agcrial ability to carry out thc purpose assigned to them and a 
machincry is devised to keep an effective and constant check to 
w that the money is utilised fruitfully and applicd to thc 
purposes intended [ v i t l ~  G.0.1. '~ decision (2)  bclow Rule 149 
of G.F,Rs.] 

(ii) The atlnlinistrative Ministrics should obtain thc: i~chicvement- 
rum-performance reports from th2 grantee institiltions soon 
after the end of thc financial year. The Ministrics are also 
required to undertake ntlcast once in 3 to 5 y c m ,  il review ot 
the perforniance of the pantee institutions in receiv of grants- 
in-aid exceeding Rs. 1 lakh per annum. [This psition was 
also brought to the notice of the P.A.C. with rclcrcncc to thc 
recommendation at S. No. 63(b) (5)  in Appendix XLVIII to 
their 34th Report (3rd Lok Sabha) vide Deptt. of Expenditure 
U.O. No. F. l4(42 )-E(Coord) /6S, datcd 16-5-1 9661. 

(iii) Utilisation Certificates are required to bc furnished with refer- 
ence to the grants relcascd. It should bc ensurcd that such 
certificates arc furnished within ;I rcasonable period after the 
grants are sanctioned. [This was also brought to the notice of 
P.A.C. with reference to their recommendation contained in 
para 5.6 of their 68th Report (3rd Lok Sabha) vide Deptt. of 
Expenditure U.O. No. 12(13)-E(Coord) /67, datcd 1 1-6-1968). 

(iv) The sanctioning authorities are also required to obtain from the 
grantee institutions, at suitable intervals, such reports, statements 
etc. ,in respect of expenditure from the grant, as may be con- 
sidered necessary, to satisfy themselves that the grants are being 
properly utilised by the grantees [vide Govt. of India's decision 
f (a) below Rule 150 of G.F.Rs;]. 



( v )  Thc rckasc of further krants to  institution ctc. which fail to 
furnish p f  of proper, utilkation of thc eariicr grants within 
rcawnabk time should cccmsidcrcd only in wry cxccpiional . 
circumstsurces to bc kcpt on rccord by thc sanctioning authori- 
tic\, vide G.0.1.'~ dxision I ( d )  below Rule 150 of GFRs. 
[This Govt, of' lndia dcci\ion was issucd in pununncc of thc 
rcrommcndation contained in para 2 of thc 24th Report of thc 
P.A.C. (3rd Lok Sabha) and was ako rcprted to then1 with 
rcferrncc to thcir rwon~mcr~diition in para 28 of the 1 25th 
Rcpr t  (3rd Lok Siihha). ride Ministry of Finahcc V . 0  
Nu. F. 14t lfi)-(Coorc\, /64, dated tllc 7th Junc. 196.51. 

2. I t  will thus be obwrved tll:l\ thcrc arc alrcady adequ;!k instructions 
on the S L I ~ ~ C ' C ~ ,  for thc g ~ i d i ~ n ~ c  ot thc iidmirhtrati~c i~uthoritic\. Further 
general instructions do not appear b bc. necessary. A\ and when individual 
m e s  of lapse or irrcgularitics are krought to light by Audit, it will be 
for the mnccmcd administrative authwitifi to subniit the nccecwry cuplana- 
tion and takc the rcquircd remcdial measures internally. In thc present 
case, the psition will no doubt hc. explained to thc Comniittcc by thC 
Dcpartmcnt of' C.D. & C. 

[Min. 01' Fin. 0 . M .  No. F. l 2 j  18 1-E(Coord ) ,'hS(, dt. 3-10-1 9681 

"The <"ominittee arc unable to appreciate an expenditure of Rs. 60,000 
iricurrcd I)! the Department of Clonununity Dcvclopnlent during the year 
1960-61 10 1963-64 for giving grants to four training ccntres for brinping 
out j0~1r11:114, which iiccording to thc Ministry's own ;rsscssment, contamed 
nilzterii~l wl i i ~~h  was only ;I third-rate imitation of what was being produccd 
a t  higher Icvcls." 

"The Comniittw abo note that t11c Journals ihhucd as con~pliincntclry 
copies which wcre apparently not read scpresentcd i\ larg~. nun.lbcr." 

"The Conmittec consider that had thc Dcpartmcnt of Conununit! 
bvelopment camed out a critical arscwncnl of the Journal at the end o! 
1960-61 instead of 1963-64 it should h i i ~ ~  hcen possiblc to saw cyxndi- 
ture on grants for at lcnst 3 years. 

IS. No. 9 (Para 3.57) of Appendix: Vlll to thc 21st Rcport (4th Luk 
Sabha ) ]  

"The Comnlittec alw nvtc fronl tho information supplicd by thc Mini+tr! 
that out of 1.47,232 copies of the Journal "Kurukshctra" (Enpiisli) n* 
many as 1.25.002 (85 per cent) arc: issued on a complimentary basi4. 
Similarly, for the Journal. "Kurukshetra" (Hindi), out of 66,884 topic.\ 
printed annuaUy: 53,770 (80.6 pcr cent) are issued on a complimcntan 
Ixisis. In the case of the Journal "Panchayati Raj" (English) out of 

1 , l9,7ll copies, 1.05.282 (87.6 pcr cent ) arc issucd on coniplinlent~tn 
basis. It is, therefore. no wonder that Government are incurring an annuill 
loss of Rs. 1.47.240 on the publication uf these journals. The Conmittd; 
suaest that the question of discontinuing these journals or all leakt rcducin,: 
drastically the size and number of topic\ of these journals may be cxumini.~ 
without dclay in consultation jvit11 thc. Ministrv of Finance". 



"Th Ch~nmiucc su=cst that a sirnillrr review of :ill other publicrrtions 
brought out by thc Ministry miry bc undertaken so ;iu to effect maximunl 
e m o m y  consistent with requircnicnts." 
fS. No. 10 ( P a m  3.62 and 3 h 3 )  ol' Appendix \ ' I l l  to tlic 2 1 st Kcnxt 

(4th Lob S.lbha ) ]  

Action tdrn 

"7'hc Commitlee fccl that ctl'cctiw mcawrcx dioi~ld be lit ti^^^ to cnwru 
:hiit thc SWc is not put to any 105s d i ~ c  to incxi~ct or wrong, spcciliciition, 
!ype or dcscriptiotl of tlic surplus storcs by' Govcrnnlcnt Dcpartnlcnh con- 
xrncd .  T t c  Commit~cc \\rould likc to be infornictl of the rcnictlinl measurcs 
:;:hen 1 1 )  avoicf n rw1rrcns.c of such c;tscs. 

Action taken 
N c c c s ~ y  instruc.tio~is have bccn issuccl w t l i ~  Ministries by tlic Di r~cfo-  

;,,tr: Gcncral of Supplic:; and Disposals ;i~d a suit;rblc notc duly vcttcd hy 
4 d i t  has bccn furnished to thc Comnittcc by thc L)cpaiImc~lt oI' Supply 
;iJe thcir O M .  to Lok Sshha Secretariat No. 5/6/66-l>is.ES.ll diitcd 22nrl 
August, 1968. 

The undersimcd is dirccted to fnrwi~rd herewith extracts of rccommcnda- 
of the P.A.C. contained at S. No\. 9, 10 and 15 of Appendix VlII to 

k ?]st  Rcport for infornlaticw and pidancc. 



2. In the recornmcndationr, a t ' s .  Nos. 9 and 10, the Committee have 
made ccrtdn obbcrvations with refcrmw to a case of expenditure ipwrrod 

tbe Dcptt, of Community Dcvclopnent and Coopcratioa on pbiication 
certain journals which were not projxrly planned. The Comnuttce'have 

also sugyeskd a revicw of all o b r  publications by that Departmcat so US 
to effect maximum awnonly comistent with requirements. It is requested 
that the observations of the Commjttw may bc takcn duc note of by all 
other Mjnistrics/Dcptts. also. They may also takc nccessaq act~on to 
rcvicw all journals, pcricdicds timi publicity literature ctc, brought out by 
them from thc polnts of their util.ity and cconomy in thc cost of their p m  
duction and the actual number rcyuircd with duc rcgiird to the ubjcctives 
in view for which thcsc arc being prcduccd. 

3. Thc Ministry of Commcrcc. ctc. may also notc tllc Conunittw's 
observation rcitcmtcd in S. No, I5 rcpnrding thc nccd for rccortling ordcn 
in clcslr and zlnnmbipcws terms. Attention in thk connection ili also 
invited to thc Ministry of Homc .Aff;lir.s O.M. No. 14,'6.'67-Ests.(A), dated 
thc 22nd Scptcmbcr. 1967. 

ikplrrg Secrcttrry ro ilv C;o\,t. of Indicr . 
'I '0 

All Ministrics/I>c.ptts. of Govt. o f  India. 
No. I:. 12( I8 b-E(Coord)/68-11 

Copy forwarded for information to :- 
( i  I Dcptt, of Community Dcvclopmcnt X. Cooperation; 

(ii Lok Sabha Sectt. (P.A.C. Branch): 
( i i i  1 E.lI(A) Bmnch. 

I)eplrry Sccretrrry l o  1 1 1 ~  Go\Y. oi Irtdiu 
Estrrrct.~ of Re~mtttnrcwiutiort of thc P.A. C. corttoir~ed at S.nLjs. 9 .  10 n~d 

1 5 n f Appendlx VJil.  to the 2 1 st Reporr. -- .--.. ....--.---.-..-..---...- ...--.---.-..-. - . . . .  ..- - 
S.No. Pawl No 

of tlrc Concl-usions/Kecc.rnnle~idations 
Rcwn 

(1) (2)  ( 3 )  - ,- . . . - .,.- -.-- .... - --.-.. . .. - . - . -- .---- 
9 3.27 Thc ~onlmittcc. arc unablc tu upprecialc an cnprlldituic (11' Rs. (;O,O(K) 

incurred by thc Departnicnt of Ccnununity Dcveloyment during thc 
~ a r s  1960-61 to 1963-64 for giving grants to four training centro for. 

&inring out journals. which ncwrding to thc Ministr)'~ ou 11 rsrch?w,ml, 
contained nxtterial which w3.4 cnly ''a third-r;llc i rn i t~ t i~ l )  (IJ  hat H:,\ 
being produccd at higher levr'ls." 

The Committee also not chat tlic Journals i sa~cd "as ccnipl:nlcnc:~:: 
copies which wcre apparently not recd rcprcrentcd a largc ncn~hcr." 

Thc Chmmittcc considcr that had thc Dcylnrtinent of' Ccmmunlc 
Devclopmcnt carried out n critical assewment cf the Jaur nal at thc' erd 
of 1960-61 instead of 196344. it should h a w  bwn possible to sa \v  c k .  
penditurc on grants for at lcast thrcc years. 

10 3.63 The Comniittce also note from the information supplied hy the Mini- 
stry that out of 1.47.232 copies of the Journal "Kuruksheira" (English' 
as many R S  1,25,002 (85 pcr cent) are issued on a complimentary bafis. 
Similarly, for the Journal, "Kurukshetra" (Hindi), out of f6,884 coplcc 
printed annually, 53,770 (80.6 percent) are issued y a complimatar! 
basts.1n the case of the Journrl "Panchayati Ra (English), out of 
1.19.71 1 copies, 1 . 0 ~ ~ 8 2  (87.5 per cent) arc issued on a cc rnpliryntary 
basis. It is, therefore, no wonder that Government are incurring 31' 
annual loss of Rs.1,47,240 on thc publication of these jour~ l s .  The 



Comdttce s u ~ s t  that the queqtion of discontinuing these journals or 
at kast reductng drastically the size and number of copies of thew 
j1111rnals may be escin~incd without delay in consultation with the Miaistr) 
of F~nanCe. a 

$63 , Thc Committee suggcsr that a similar rcs icw of all othcr p11b1iCali~nh 
c~roagllt o u t  by thc hf in~ . tr  may be undcrtnkcn so as to olfcct n~aximunl 
rc'cbmmy consistrn! H l l l i  r'qu~~cnicn~s. a 

IS 9.42 'I'hc Cunimittcz eupcq  [hat cfficcrs ~ c u l i l  ~cct.rd thur crrir~s in 4 t a r  
: I I I ~  unambiguous tcrln:. Thcy hop* t l ~ i ~ t ,  with the issue of instructit  IS 
by the Ministry c;f H c n ~  Affairs. such Cil%> wi l l  IWt rcciir. 

-.- . - -. . - - , . . -*-...*... - .- . - .---.. -..--- 
RccommcndatJon 

"Thc Conin~ittcc understund thi~ t i t  Commission is a1 prrlsc.nt loodiiilg 
into the unsatigfrictory state of finances of the Dclhi Municipal Coriwriition, 
'I'hc Commitkc haw no doubt that, based on thc tindings of this Commib- 
>ion. Government uill take adyuatc mcasurcs to put thc sti~tc of finances 
01' the Delhi Municipal Corporatmn on it sound I'iu>tinp." 
[Serial No. 12 Appndix VIll of thc Twenty-First Rcport Fourth 1~sk  

Sabha) of thc P.A.C. (196748)].  
I ' m  No. of Rcport 4.18. 

Action taken 
The requircn~~nt?; ham bcrln notcri and thc Ministry of' Hotnc. Afi'rirs 

will be requmtcd to take necessary action at the ~lppropriiitc tinu.. In this 
connection, para 1 of the notc rclnting to para 3.17 of Scrial No. 12 may 
k i ndly be seen. 
I Ministry of Hcalth, Family Planning 6: I.J.D. (Dcptl. of Hculth) D.O. k t l c r  

NO. F-l6-13,;6X-PHE dt. 1-2- 19691 
Rcmmmendation 

The Conl~nittcc ieel that cfkclivc mcasures should bc trrkcn to ensure 
that the Statc is not put to any loss tiuc to inexact or wrong specification, 
type or description of  the surpti~s stnrrls by Government dupartments con- 
ccmcd. The C~mniittee would I ikc  11) bc infornlcd of thc remcdial mca- 
s u m  taken to avoid a recurrence of such casec. 

[Sl. No. 13 ( Para 5.15) 01' Appcndix VIIl of thc 2 1st Rcport (4th 
Lok Sabhrt)]. 
Action taken 

The importance of giving r! corrcct description of thc stores in the 
Sirrplus Reports had been brought to the noticc of all concerncd in 
I1.G.S. & D. O.M. No. DGS & D/4 (Con. 1 17)/CDI datcd 17-1-55 
(copy enclosed). The recom.mcndntim of thc Committee has also been 
brought to the notice of all Ministrics,'Departmcnts of the Government of 
India requesting them to imprcss upon the stockholding authorities the 
necessity and importance of giving corrcct descriptions in the Surplus Report. 
A copy of the Circular letter No. D.O.S. & D/ 139( 1 ) 165-CDN-4 datcd 
3-5-68 issued in thk connection is enclosed; (Annexurc I ) .  

Recommendation 
# 

The Committee are also not happy to note that JXrectorate General, 
Supplies and Disposals, took about a year to invite tenders for the sale 
and removal of Stores. 



JLxlarcd surpluc by Naval Headquarten. They hope that the Directorate 
Gcacrat, Supplies and Dispaeab: will takc imrnediitc steps to dispose of 
storcs entrusted to them without the kind of &lay that happcned in thc: 
prcwnt caw. I 

[$I. No. 1.7  (Para 5.1 6 )  of Appntfix; \'I11 af the S l s i  Report (4th 
b k  Sahha) 1. 
A c t h  taken 

With a vicw to quickening thc pace of clei ir~ce of wrplus stores, an 
in~cr-dcpirtmcntal mccting was held in September, 196.5 to consider if it 
was pssiblc to curtail the timc taken at various stage\ ol' the disposal: of 
surplus slorcs. In accordance with thc timc-schedulc a.; fixcrd at that mt- 
ing, the nlaximum time bctwecn thc receipt of ;t wrplus report ant1 
dirposal/rcnioval of thc storcs was rcduccd to 3-44 month< Irom 5-8 month 
taken previously. A copy of the n~inutcs of the mcctiry and thc timc 
lrchcdub Inid down arc cnclosed (Annexurc 11). 

The rccam~ilcndation made by thc Committee has also k c n  brought t i)  
the mticc of thc Dircctor~ of  disposal^ :it the Headquarters office of t hc  
Dtc. G.S. iYr D. :tnd thc rcgional oflicc4 and thcy have k n  asked to ensure 
that all pssiblc s tep  arc taken for the cxpditious disposal of store% 
dcclnrcd to I>.G.S.&D. and to adhere strictly to the revised time-schedulr. 
A copy of Circular No. DGS&D/ 139( 1 ) '65/CDN-3 tli~tcd 3-5-68 is cn- 
closed ( Anncxurc 111) . 
[Ministry of Works. Housing & Supply (Ikptt, of Supply) O.M. No. 5/6/60 

Dis-ESII dt. 22-8-68] 

No. DGS&D/ 1 39 t I ) ,.'65-CDN-4 

DIRECTORA1'I~ GENERAL OF SUPPLIES Ah13 I.)ISPOSALS 
N. 1. Building, Parliament Strwt. New Dclhi-l . 

Dated 3-5-6s 
SliI3~ ECT :-Declaration of surplus s torcs-cvrrcct ticscription (I!' 

storcs. 
An extract from the Recommendations of the P.A.C. rclating to Para 80 

of the Audit Report (Civil), 1967 regarding irregularities in the disposal 
of surplus storcs is givcn below :- 

"5.1 5.-The Committee t'ccl that effective mcasures should hc 
tiikcn to ensure that the State is not put to any Iciss due to inexact 
or wrong specifications, type or description of the surplus s tow 
by the Govt. Dcptts. concerned. The Committee would like to ly 
informed of the remedial measures taken to avoid a recurrence of 
such cases". 

In this connection attention is invited to this Office Memo. GO. DG*T')/ 
A(C0n. 117)/CDI dated 17th January. 1955 wherein the necessity a d  
irnportence of giving correct description of stores in thc surplus rewrt 



at the time of &daring stores to the DGWD for dispwtl was imprcr.sscd and 
tbc d e c h i q  authorities were requested to cvtcnd their ccx.cuyctati~n in ths 
matter af grvbg dascripion of stores as ;iccur~tcly a\ p s ib l e .  A copy 
d the ~~ O.M. is enclosed for rcady refcrencc, I t  map be reiterdtcd 
that while sales arc cffectcd on 'as i u  wlwc is' hasi!: !et it i* dviwble th:it 
our indication about description, nurnhx, wcights, condition etc.. should 

some weight with the buyers, otherwise heavy disoanting by buyers 
~ a " c s c  accovnts is inevitable and our rc;ilisations will go down :!r thc 
qeculativc elemcnt in the barpin bccomcs lnorc pronounced. 

The Ministry of Dcfcnce ctc. 3rc ~giiii\ scqucstcd to hnprcss ~ p 0 n  thc 
mckholding authoritics the ncccady iind importancc of giving correct deu- 
cription in tbe surplus report. A copy of thc instruction. ~ w c d  in this 
rcg;ird mzzy be fowarded to this oflicc For infcmnation. 

All Ministrics,'L)cptt. uf (iovt. of India. 
Cbpy to CDN-5 Section for intormation. 

No. DGS B I ) / l (  Con. 1 17) /'CD.I 
1IIKECrTY)RA'I'E GENERAL 0 1 ;  SUPPLIES ti DISPOSALS 

DJSPOSALS WING, CO-OIIOINATION RR!IK(T! 
N w  l l d l ~ i ,  tlw 17r11 J m i t ~ w y >  19!5Sa 

S~!BJECT :-Declaration of surplus stores--corri.i.t de~cription (I!' 
stores. 

I t  has been noticed that dcscription ol' !,tares giwn i n  ;I numhcr ( I I '  
4i1rplus reports is not only meagre but so inaccurate. E,ccn though thc 
dorcs are generally' inspected ,More s* $ k t  arc crrganisccl. !ct rlic nomtnclii- 
lure of the stores in the advertisements as \ v d l  as in thc subscqucn:. sale 
documents is reproduced exactly in the manncr in which i t  is s ta id  i n  
thc surplus declarations so as to avoid confusion at thc Sttxkholdcr9s end. 
It is, rcalised, that the nomcnclaturc ghcn to stores is nlorc or JCSS b11scd on 
ihc technical terminology and usage of thc various dcp;~rtmcnt<~ and cannot 
conlbrm to the normal civil trade usage a i d  practices. A s  ;I Sales Orgit- 
nisation, it is imperative that this dcpartmcnt shoulcl g,iw complete and 
wrec t  description of the stores in the tcndcr notices, auction noticcs and all 
:?ther salc documents. It will, tbereforc, bc appreciirted if Ministry of 
Defence ctc. would impress upon the Stockholding ai~rhorjtics the nemsity 
and importance of giving correct description in the .sutplw rep r t  at the time 
of dtxlaring stores to this Directorate Gcncral for disp:.al and also jssuc 
instructions to ensure that the surplus report forms arc' filkd in properly 
and strictly in accordance with the instructions given on the back of the 
form (a copy is enclosed). The description of the stores should be indi- 
~ i t t e d  therein as accurately as possible. 

Difficulties have, at  times, arisen, a t  this end with buyers owing to in- 
aauracios in 'descriptions, numbers, wci~hts and condition, While sales 

e f f M  on "as is" basis, yet it is advisable that our indication about 
&scriptiom, numbers, weights, condition ctc. should carry come weight, with 
h~yers, otherwise heavy discounting by buyers on thcse account is inevitable 



and our redhatiom wiU go dou'n iw thc spccthtivc cic'ment in tbc bargain 
txxmmos molnc pronounced. It is, therefore, good policy to be as accur~tc 
;I\ possible on thew points and on this Director Gencml of Supplics and 
IXspasals I& forward to thc ccwycrdtion of declaring authorith. 

A copy of thc instructions isuucd by thc Ministry of Defence etc. may 
plcasc be cndorscd to this Dircctoratc Gcneral for intbrnlation. 

SLIBJEC-I :---Posdility of' reducing tllc tinic takcn at various stages in 
t l x  disposal ol' xt~rpli~q w r c s  : Rcfcrcnce-Department of 
Supply's Memo. No. I 6  .'3/63-Dis-ESII. 

With rcf'ercri~~ i o  111c a h i w  ii niceling was hcld in the room of the 
.liiint Secretary, Dqxr'tnicnt of Supply on 9-10-196.5 under the Chairman- 
ship of Shri N. R. Bansod, Joint Secretary. Dcparlmcnt of Supply. 'ihc 
t'ollowing wen. present : 

I .  Shri N. K. Bmis~d Joint Sccrctary. 
ocptt, of' Supply. 

2. Shri B.  I). Kuniar Deputy Secretary. 
I>cptt. of Supply. 

3. Shri J .  5 .  Mathur Additional D.G. ( U D  ) 
4. Shri I .  N. Khanna Deputy D.G. (S&D). 
5 .  Shri B. .%ngupta Director of 'Disp)snls 
h. Shri R. K .  4. Subran~~ny;~  Dcputy Financial 

Adviwr (Supply). 
7 .  Lt. Col. .,.I. C. Gupt;~ I': ! i d  Liaison Oficer 

( Dcl'ctice/D~isp:~l) 
I .  The question of disposal of' stores by auction at various placcs during 

this Emergency was discusscd. It was dccided that. at prcsent. no nuctim 
should be hcld in ti12 Punjab awn. 2nd wherever the stockholders had hi- 
11::ted action to postpne auctions thcy should be accepted. 

2. The qucstion of reducing thc t h e  at present takcn at various ~ t r r & ' ~  
;I \  brought out in the brief for the meeting was discussed in detail, and final]\ 
thc schedule un&r column (e) of anncxure attached was agreed to. Eb~l'i 
di'ort should ht. n~adlz to adhere to these timings in futurc by the Dispnul\ 
I'Xroc torate at Nc L\dqunrters and thc Regional Offices. 

.? Time aUowcd for rcmoval of the stores as per Scrial $To. 17 S: 23 (4 
thc mexun .  undzr Column (c) haa been restricted to 12 to 17 days. TI1< 
puxfiaser should initially be allowcd 12 working days for removal of the. 
stores and on furthcr application, if  any, should be allowed 6 working d W  



morc without charging any ground rent. Ground rent will bc chtlrgcd otllj 
if the storm arc not nmovcd aftcr the expiry of 18 working days. 

, 3. In order to out delays at vmous stugcs it was  i h  Jccided that  the 
n~cxlc of disposal should be decided by the Sc~cn inp  Board which should 
meet twice a weck under thc Chainwinship of tho  Dircctor of Uisp)lirrl\. 

5 .  Now that 3 Field Officcrs arc available and that tho Screening M u r d  
h u l Q  mcct twice B week i t  should be pmsihlc to cut  out lot oC routinc inv 
pcction by t k s c  Ficld 0fIlcc.r~. 

A. Dcputy Financial Adviser dcsircd to know the tot;il ultiount ol cue 
i ~ n d i t u n :  i11currt.d towards thc 'T.A. and D.A. fo r  inspection ut  Madrus itrrd 
Bombay region, for one year in ordcr to con\idcr wh~tl icr  ii11 ;~~lditiotl;il port 
of' f:icld 0fTicc.r can be sanctioncd for p t i r l ~  in  t11c:w rcgirms. 

Annexurc Attached. 

. -. .- - - . .  -.- ...-...... - -. ... ........................ .-, ........ 
S1. Dctail, ( > f '  ucwk involved Time pro- T i r ~ ~ c  Time Time saved 
No. posed by suggested finally (working 

DGS&T, hy CI,O npprovc~t days) 
(working (Disposiils) i1t'tt.r 

days) (working discu>sicn 
di~ys) ----- . . . . . . .  ----. . . . . . . . .  ....... .---....-. . . . . . . . -  ........ 

1 1 3 4 5 6 
--.-., . ...-- ................. . - . -. .- . ... -." , . . .  

I .  Rcwipt ol' Sur~plus Report nnd scri~iiny 
thereofby CR Scc. of Disposirls Dtc . . 0 2 3 3 

2. Scrutiny of SR by Screening H ~ i i i d  . . h 3 4 2 
3. Registratio11 c~f and transfer of SRs to 
Hq. <'on~ii~cdity Sec/Regional c.ffic'cs . . -l 2 L 9 2 

. . . . . .  . . . . .  .. -- - .- 
I 0 7 9 7 .- ... . . . . . .  -... . 

4. Inspection c:t'..torcs by FiolJ Ofliccrs & 
submission of inspection repol t . . . . J O 1 X 20 20 

5. Fixation ( 5 1 '  guiding pricclrcwvc price 
on thehnsi* 01 ZMVindicatctl . . . ,  I0 6 6 4 - .- .. . . .  . .  ...... -..---.- ......... 

5 0  24 26 24 
--.- - . - . . . . . . . . . .  .. 

6. Issue ol' rloti;c to priority inc!cntors 
where storcr; ~ l l : i >  b e d  intcrcst tc! tl:tni , . I2 h 10 2 

7. Time allo\\cJ t r )  PIS for subn i i~~;c - r?  c f  
indcnts . . . . . . . . . . 2ri 26 3 0 -t- 4 

8. Time rcclciirrtl tor allccatic'n to PI\ i>we 
ofTransfdr ordcr/Sale letter . . . . I X 6 10 8 

9. Time nllowcd to PIS for payment of Salc 
Values ( p a p c n t  Indentors) . . . . I S  18 I H 

10. Time a l lowd to PIS fcr rcnioval of 
stores . . .. . . . . . . ?h 18 26 . -- 

11. Transkr of r.c-iJua1 items, aftcr nicering 
demands for Pls to Aution Ccll . . . .  9 4 4 5 

_.- - -  .. ^___ _.____C.______.. . .  
109 78 98 11  - --- -.-- ---- -_ ---- ---_..- - ..- 



13. 'Tim rcqirinxl for publication of t c d e r  
noth and submission oftc~xlcr . . . .  .to I h .W 4 - 

14. Tcndcr dcciainn and issue of wlc Icttcr . . h (I I?, 4 0 
IS. T i m  i ~ l l o w d  to dcposit mlc \.illuc: . . -.. 7-1 I F  1'5 1 CI 
Ih. lvauc of  s i ~ k  rclciw order on rrccipt or 

vale value . , . . , . , . 6 h fr -- 

18. Fixiit ion of ;~uction progri~nin~c aficr 
rcceiptol'Sh1 .. . . . . . . l 8 12 1 ?. ( I  

0 .  Publicity ol' Auction Noticc . . . . 1 X 1 tc t s .. 
? I .  'i'inic nllowcd for p;lynisnt O S  hi~luncc 

sulc valuc . . . . . . . . . . 0 h h 
22. 'Timc taken in isstrc of sale I clcitse cmlcr 6 h - 

No. DGS&D/ 139 ( 1 ) hS/CL)N-4 

DIRECTORATE GENERAL OF SIIPPLLES AND DISPOSALS 

An extract f'ronz thc recornmcndations of the P.A.C. rclating to Para 
80 of the Audit Report [Civil), 1967 rcgarding irregu1rtritit.s in  the dispo- 
sal of surplus stores is given below : 

"5.16-Thc ~ o n m i k x  ;we also not vcry happy to  note that t l ~  
DGS&D took about a p a r  to invite tenders for the sale and rcmovitl of 
stores cic.clared surplus by Naval Headyuarters. Thcy hop: that the 
WS&D will take immediate steps to dispose of storcs cntrustcd to them 
without the kind of delay that happencd in the present casc". 
In this connection attention of the Director of Disposals at Wadquamrs 

and DS & Ds in thc Regional Offices is invited to this office memn. No. 
~S&D/139/(Misc)CDN/65 dated 25-1-1966 under wh~ch a copy of fie, 
Record Note of the meeting held on 10-9-1965 to discuss the possibility oj 
reducing the timc takcn at various stages in thc disposal of surplus stores 



fnw the tim: of reoeipt d the surphw reports till final removal of tho stores 
was forwarded to them and t&ey *re requested to strictly adhcrc to the 
rcvised timings decid#l in t h  said meeting. 

Ibc Dhs to r  of Dispadr at Headqu~ttcra and ihs ~ U D B  in, thc 
Wegional OfEccs am again requested to ensure that all possiblc steps arc 
taken for expeditious disposal of the stores declared to D G S D  and the 
r e v i d  time-schedule r e f e d  to above is strictlv adhered to with a view 
tu avoid any criticism regarding delay in disposd of the s t w s  on the part 
of bGsm. 

Please acknowledge receipt. 

Director of Disposals at Hqrs. 
DS&D. Bombay/Calcutta/Madras/hnpur. 

Copy to Scction CDN-5 for information. 

Recommendation 
The Committee regret to notc that Gswcmmcnt had to incur extrii 

expenditure of Ks. 2.62 lakllt; in this case kcause of thc failure of th 
Purchase Organisation to follow the correct procdure in rcgard to the 
communication of' the acceptance of the offcr by thc wnipctcnt authority 
and to issuc formal acceptance of the tcndcr in writing before the cxpiry 
of the timc up to which the firm's offer was valid. The Conunittee fcel 
that the work relating to the communication of the accepta~lcc of the firm's 
offer should not have been entrusted to a Junior Ficld Oflicer who was not 
:iuthorised to undertake it. 

(SI. No. 14 Para 5.30 of Appendix VlII to the 21st Report 
(4th Lok Sabha)j. 

Action taken 
Internal instructions haw bccn issued to the Director of Supplk and 

Disposals, Calcutta on 19-5- 1 967 to ensure that telephonic acceptances 
should bc: communicated only by a Purchaw max and he should record 
a notc, in writing, on the note portion of the file about his having donc 
so to thc conccrned f h s  giving the telephone Nos., the names of the 
persons to whom talked and the quantity/pricc for which committk~cnt is 
cn tmd into. Advance Acceptances on a standard form axe then posted 
under a Certificate of Posting, duly getting the time of posting also certified 
by thc nostal :~uthorities. 

Recommendation 
Tfic Committee suggest that the Department may examine in consults- 

lion with thc Ministry of Law whether the revised instructions bucd by them 
and the. present proccdurc are satisfactory and whether they provide a legally 
weep:6.blc basis for entering into contracts for the supply of stores:. 

* 
: 5 ! .  No. 13 (Para 5.31) of Appendix VlII to the 21st Report, 

(4th Lok Sabhn)l. 



AcLbr tdim 
In order to rcmwe thc 1acua;r in teiephonic rtoceptance of tenders nlat- 

iny to Jute Purchitfies in becoming concluded con&- in the eyes of Law, 
the fogowing procedure has now been adopted :- 

(a) Thc tmdcrs arc opcnd at I 1 .W A.M. instcad of ; ~ t  1 1.30 A.M. 
as was donc prcviously. 

( b) 'I cndcrurs arc rcqucstcd to kecp the offers open for the pupra 
of communicating a formal i~cccptancc in witing upto 6.00 
P.M. w r y  day. Thcy are at  likrty to stipulate a c u d d o n  
that acceptance may bc c o m m u n i c a ~  to them on telcphonc 
Nos. by 2.00 P.M. nud that thc advmcc acccptancc of Tender 
would br: coUccted from the Purchase Organisation by thcir 
accrcditcd representatives by 5.00 P.M. on the samc 
datc. I f  thc r~pr~wntativc [ails to collect tlic advancc 
A/T hy 5.00 P.M. thc same will be ;ssued toathem 
undcr C'crtificatc of Posting 0.0U P.M. on rhc s m e  datc. 

(c) Tcndcrcrs not abiding by thc conditms given i i h O \ ~  arc l iAw 
to bc ignored. 

2. The Director of Supplkr and Dispwuk, Calcutta har contimed that 
he is experiencing n o  mlculty in the npplicat ion of the new syatcm of opening 
the tcnders at 1 1 . 0 0  A.M. and keeping thc snmc open for acccptance till 
6.00 P.M. Hc has dso confirmed that it has been p s i b l c  to post thc 
advance A/Ts by 6.00 P.M. cvcry day and the postal autlioritics are also 
indicating the timc on the ccrtificatcs of posting issued by t h c n ~ .  

3. As dcsircd by thc Committcc, thc Law Minibtry wcrc rcqucsted h) 
confirm whether the new proccdurc adoptcd is legally acceptable basis for 
entering into coatracts. Thc Ministry of Law have advised that the only 
snag in the procedure adopted is that it would be legally qu~te compctcnc 
for a firm to whom acceptance has bwn co~nruunicated on thc telephone to 
revoke thcir oflcr at any timc bcforc dvaucc acceptance Ic~tcr is posted. 

4. The snag pointcd out by the Law Ministry is unavoidable ;is tenderen 
are free in all cases to revoke thcir offers bcfore communicntion of accept- 
ance is posted. 

However, the DGS&D., Calcutta has bccn instructed on 14-1 1-1968 
that in futurc, after communicating thc acceptance wer  the phone to the 
,wpplier, the Purchase Officer should post one copy of the Advance. 
Acceptance of Tender as soon as it is ready before or aftcr 2 .OQ P.M. 
instead of. waiting uptp 6.00 P.M. irrespective of the fact that thc 
supplier mrght have intmatcd over the phone that the acccptancc would 
bc ~ B e c t e d  by his accredited representative. In such caws. when thc 
supplier's representative calls on the DS&D., Calcutta, hc could bc 
furnished witfi a duplicate copy of the Advance Acccptrlncc of Tender 
even though it might have already been despatched. Whcrc, however. 
the representative calls on the DS&D before the despatch of the Advance 

a Acceptance of Tender, the same could be handed over to him and f o w l  
acceptance of tcnder issued subsequently. 

NEW DELHI; 
the 9th December, 1968. 
-try of Works, Housing & Supply O.M. No. F. No. 43/43/66-PI.] 



Thc Qmmittec c x p ~ t  that c11Ecc.r~ would record thcir ders  in clear 
a d  u-aus terms. Thcy hope that, with the issut: cd instructions by 
 ti^^ MinbtrJl ol Home Atfdrs, such caws will not recur. 
IS. No. 15 (Para No. 5.42) of A p p d i x  VlTl to thc' 2 l k t  Report (4th 

Lok Sabha) 1. 

'Ik obscn.iltion~ rrl thc Comn~ittw h , ~ w  hcen noted nnd \uitstblc instw- 
tirms have been issued to dl Ministria, Ikpartments \'itkt Ministry of 
Finance OM. No. F. 12 (18)-E(Cmrd )/hX-11. dated 27-6.1 968. 

IMin. of Fin. O.M. No. F. 12( 18 )-F(Cwrd)/68, datcd 19- 10-19681. 

No. F. 12(18)-E(Coord)/68-11 

MINISTRY 01: 1:INANCE 

hlc*tc! Delhi, t i ~ c  27th June 1968. 
OFFICE MEMORANDUM 

SUBJECT : 2 1 ~ 1  Report of P.A.C. (Fourth Lok Sabhn). 
Tbe undersigned is directed to forward herewith extracts of recommeruiii- 

tim of tho P.A.C. contained at S. Nos. 9, 10 and 15 of Appendix Ma to 
thc 21st Report for information and guidance. 

2. In tbe mommendations at S. Nos. 9 and 10, the Committee havc 
made certain observations with reference to a case of cxpndituro incurrcd 
by the Daptt. of Community Development and Cooperation on publi- 
cation of certain journals which were not properly planned. The Committee; 
haw also suggested a review of all other publications by that Department 
so as to effect maximum economy consistcnt with requirements. It  is 
requested that the observations of the Committee may bc taken due note 
of by all other Ministries/Deptts. also. Thcy may also take neceqsary 
action to review a l l  journals, periodicals and publicity literature etc. brought 
out by them b r n  the points of their utility and economy in the cost of' 
their -011 and the actual numbcr required with due regard to thc 
objecbves in view for which these are being produced. 

3. Thc M . t r y  of Commem, etc. may also note the Commitw's 
observation reiterated in s. No. 15 regarding thc need far recording orders 
in clear and unambiguous terms. Attention in this connection is also 
invited to the Ministry of Homc Affairs O.M. NO. 14/6/67-Esls (A), dated 
the 22nd sapternber, 1967. 

(J .  R. SAHA), 
J Deputy Secretary to the Govt. of India. 

An Miitries/Dcptts. of Govt. of India. 



NO. F. 12( 18) +(Co~rd) /68-I/ 
Gvpy forwarded for information to :- 

(i) Dcptt. of Commtlaity Dcvctopmcnt & Cooperation; 
(ii) Lok Ssbha Soctt. (P.A.C. Branch); 

(iii) E. II(A) Brarach. 
( J .  R: SAHA). 

Deputy Secretary lo the Govr. of India 

No. F. 12( 1 X )-E(Chord)/611-1 

MINISTRY OF FINANCE 

OFFICE MEMORANDUM 

'The Pubk Accounts Committw, whilc stressing thc nwd for realistic 
preparation of budget estimates by Government Dcpartmen ts, havc made thc 
following; ohervations in Para 1 .16  of their 21st Rcprt  (4th Lok Sabha) :- 

"As the taxation policy of Government largely depends on the budgt 
provisions of the various Departments, the Committee suggest that each 
Department should exercise closcr and stricter control over the technique 
of budgeting so as to exclude such projects from the bud-ry p v i -  
sions as arc not likcly to bc titkcn up for execution during the 
year." 

Instructions havc k e n  issued to the Ministries from time to time ernph- 
sizing the need for. fr- their budget proposals on a realistic basis: and 
I'or including in the budget only such schcmes/proyosals as have been wrkcd 
out in compkk: detail and have a reasonable prospect of being carried 
through during that financial year. 

In cases where the schemes are not fully worked out at the budget stapr: 
;md a rcalinic estimate of the likely expendtuxe during the year is not found 
~ ~ i b l e .  provision for preliminary expenses and immediate minimum require- 
ments if any, need only be included in the budget. Where, however, thc 
likelihood of tk schemes being taken up during the year is clearly fore- 
wen, provision can k included in the budget to the extent necew} 
subject to review later on during the financial year on the basis of 
nude in the planning and the sanction of the schemes. No judget p v l -  
$ion should, under any circumstances, be made for schemes which are not 
likely to be taken up for execution during the year. 



The Ministry of Home A&airs a. we requested to note the obrva- 
tiams of the P.A.C. for strict coqdirtace and also issw of suitable instructions 
toall~~~#riYSdanderthem. 

e Deputy Secretary lo the Govt. of Ipdiu. 
To 

AU MWtries/Deptts, of the Govt. of India. - 
1 

No. F. 12(18)-E(Cotut1)/68 
Copy forwarded to :- 

( I  ) A & B Branch. 
( 2 )  Defence Division. 
( 3 )  Lok Sabha Secretariat (P.A.C. Branch).  

Sd. / 
Deputy Secretory to tlrc Govt. of India, 

Extracts of Rerotttnwulation of the P.A.C. rotttained 01 S. h.'o.\. 9. 10 rwtl 
15 o/ Appcntlis VIII, to thio 21st k p o r t .  

- . ._I_1-_ __I-_. --- - -.------- 
S, No. Para No. 

of the Rcport ConclusionsiRcco~~imedi~tion~ 
-----_I__ _________.___-.. _._^.____._I.. _ -_.-- .I- 

(1) (2) (3 )  
9 3.57 The Coinmittcc itre unable to apprwintc an expenditure of 

Rs. 60,000 incurred by thc Dcpartnlcnt of Community Develop- 
ment during the years 1960-61 to 1963-64 for giving grilnts to four 
training yntres for bringing out journals, which according to 
the Mmtry's own assessment, contained material which was 
only "a thrd-ratc imitation of what was baing produced at 
higher levck. 

The Cotnmittcc also note that the Journals issued "as com- 
plimcntary copies which were apparently not read represented a 
large number." 

Thc Committee consider that had the Depurtment of Community 
Development carried out a critical assessment of the Journal at 
thc end of 196061 instead of 1963-64, it sl~ould have bcrn possible 

. to snvc cxpcnditurc on grants for at least thrcc years. 
! 0 3.62 The Committee also note froni the information supplied by 

the Ministry that out of 1,47,23? copies of the Journal "Kuruk- 
shetra" (English) as n m y  as 1,?5,002 (85 per cent) are issued on 
a complimentary basis. Slrnllarly, for the Journal. "Kurukshetra" 
(Hindi), out of 66,884 copies printed annually, 53,770 (80.6 per 
ccnt) arc issued on ii complimentary basis. In the case of the 
Journal "Panchayat Raj" (English), out of l , lY,7ll  copies, 
1,05,282 (87.5 per ccnt) are issued on a compltmentary basis. It 
is thercforc, no wondcr that Government are lncumng an annual 
loss of Rs.1,47,240 on the publiciltion of thew journals. The 
Committee suggmt that the qucstion of discontinuing these 
jaurnals o r  at least reducing drastically the s,ize and number of 
copies of these journals may be examined without delay in con- 
sultation with the Ministry of Finance. 

3 ~63 The Committee suggest that a similar review of all other pub& 
cations brought out by thc Ministry may bc undertaken so as 
to effect maximum economy consistent with reqmrements. 

15 5.4F The Committee expect that officers would record their orders 
in clear and unambiguous terms. They hope that, with the issue 
of instructions by the Ministry of Home Affairs, such cases wlll 
not recur. 

L23LSS169-3 
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the measures taken to avoid such lapses in future. 
[Sl. No. 17 (Para 5.65) of Appendix MI1 to 21st Report (4th Lok Sibha)]. 

r 

AdjOlp faken 
Tbc Assistant Dirccbr of Supplies comrned, who failed to ensure that 

tbc speci6caticm as given in the Stand by Tender Enquiry was exactly the 
same on given in the earlier Acceptaace of Tender, has been warned to bc 
more careful in future. 

As regards remedial measures, comprehensive instructions regarding risk 
purchase have been issued in Oflice Order No. 11 dated 25-1-'1968 (wpy 
anclosad). Para 4(b) of the Mce Order lay down that the risk purchase 
contract should bc on the same tcrms (apart from tllc delivcry time) as the 
origind contract i.e., the g d s  should be of the same specifxaticrn and 
liable to inspection by the same authority and the terms of payment as also 
the provision regardmg liquidated damages, arbitration etc. should be the 
same. Thee instructions are considered adequate for the purposc. 

Recommendation 
The Committee note that the Director General, Su plics and Disposals, 

could not take advantage of the lower rate because t i  e Defence Inspector 
had kept the contract alive by his action. The Committee understand from 
Audit that this was an operational/urgent indent and according to the pro- 
visions of para 228 of the Director General, Supplies and Disposals' 
Manual, the Inspectors are not permitted to allow the normal gaoe period 
of 21 days ia such contracts. The Cod t t ee ,  therefore, fail to un&mbnd 
why the Defence Inspector kept the contract alive and how the Director 
Gkmral, Supplim and Disposals permitted the extension of the contract 
when it was an operational/urgent indent. The Committee would, there- 
fore, like the Department to investigate the matter further with a view to 
fix responsibility for these lapses. 
[Sl. No. 17(Para 5.66) of Appendix VIlI to the 21ut Report (4th 

Lok Sabha)]. 
Aetim taken 

The disciplinqTV aspect of the case has been examined. The folluwing 
action has been taken : 

(1) For recommending gant of extensions in the delivery period 
in the contracts, despite the lower trend in price revealed in the 
tenders received jn response to stand-by tender enquiries, the 
penalty of withholding of one incmment without cumulative 
effect has been inzposed on the Assistant Director of Supplies 
concerned on 12-1-1968. 

(2) For his failure to consider the downward trend ,j.n prices as 
quoted in a stand-by tender enquiry and agreeing to extend 
delivery period against the A/T on original terms and condi- 
tions instead of cancelling the A/T and effecting repurch856 at 



lower prim, the Deputy bitector of Supplies, bas been adminis- 
benda 
plloe~ .-=I! 12*1-1968. A cw of tS#? W@ h~ h~ 

m hrsl /R dossier. 
I) I 

The Committee desire that procedural lacuna is not communicating the 
xata received in stand-by tcnderj to the Inspectors should be removed so 
that as4 of this t y p  involvbg extra expenditure in the purchase of stores 
do not recur. 
[Sl. No. 17 (Pam 5.67) of Appendix VlII to the 21st Report (4th 

Lzok Sabha)]. 

Action taken 
Para 8 of Oftioe Order No. 10 dated 25-1-1968 (copy enclosed) 

(Comprehensive instructions regarding dclivery period in contracts) lays 
down that in cases where delivcry dates have expired, and the price d the 
material has also gone down, the Purchase Ofiicers should take quick and 
timely action by addressing tele aphical& the lnspectmte concerned not 
to inspect the stoms tendered &r the expiry of the delivery dote, while 
the question of repurchase at cheaper rates after cancellation of tbe original 
umtract is under consideration. These instnlctions are consided adequate 
for the purpose. 
O.M. No. 43 (15) /66-PI Ministry of Works, Housing & Supply (Deptt, of 

Supply), dntcd the 24th August, 1968 

WVERNMENT OF INDIA 
GENERAL OF SUPPLIES & DISPOSALS 

SECTION CDN-I1 
NEW DELHI. 

,OFlFICe ORDER NO. 11 Dated 25-1-1968 
SUBJECT :-Risk Purchase-Comprehensive Instructions reg. 

AU current existing instructions on the above subject have been consoli- 
dated uptodate and are reproduced below for guidance of all concerned. 

1. According to clause 14(7) of the General Conditions of Contract 
as contained in Form No. DGS & D-68 (Revised) if the contractor fails 
to &aver the stores or any instalment thereof within the period fixed for 
such delivery or at any1 time repudiates the contract before the expiry of 
such period, the Government is entitled to cancel the coatract and to 
repurchase the stores not delivered at the risk and cost of the &fault& 
contractor. In the event of such a risk purchase, the defaulting contractor 
shall be liable for any loss which the Government m y  sustain on that 
account provided tSle purchase, or if there is an agreement to purchase, 
such agreemerlt is made, in. case of default to deliver the stores by the 
stipulated Mivery Period, within six months from the date of such default 
and in case of mpudiatim of the ctmtract before the expiry of the aforesaid 
delivery, within ix months from the date of cancellation of the contract. 



U is the rapomibility of the pyrchase oifiars to ensure that risk 
purchasc is effected within the time limit as q e c i .  above. Any loss 
that may occur on iiccount of the delay on the PiUt of the purchase o # b r  
to effect risk purchase within the s p d h d  time b i t  will render him liabk 
to discipiinary action as also for recovery of the loss so sugtained on 
account of his negligence/default. Even thou& six months' tima is providb 
cd, evcry endeavour should bc made to effect repurchase within the shortest 
possible time without waiting for the cornpietion of the six manths period. 
This will save a lot of legal complications. 

[Also we paru 5 ( c ) ] .  
h'ors : Rcpurchasc within six months as indicated in para 1 above is 

enforceable only in cases whcrc tho default is on account of the contractor's 
failure to adhcrc to the contract dclivery pcriod or repudiation of contract 
before cxpiry of such pcriod. In cases, howcver, where the contract is 
cartcclled for reasons other than non-adherence of the contract defivery 
pcriod or repudiation of thc contract, repurchase should be effected imme- 
diately within a reasonable time. 

(Puru 239 of D,GS&D Manual). 
( c )  When suppliers account their failure to supply thc Mores to non- 

rrvaiktbility of wagons on account of booking restrictions. the factual 
position should bc ascertained from thc Railway co~icerncd and the Minis- 
try ot Law consi~ltcd bcforc rchortinp to concellation at thc risk and cost 
of' thc contractor. 

Ministry of Law should bc consultcd in all cases wherc there arc doubts 
about our right to canccl tllc contract. 

(f)  In cases wherc security deposit is called for bv specificd date, 
default in furnishing the same by the targct date is in itself a breach of the 
contsact which entitles the Government to cunccl the contract at the risk 
and cost of the contractor. 

(Para 49 of the Contract Manual). 
4 .  Meusures to he taken to eflect risk purchase. 

( a )  As soon as a contract is cancelled steps should be taken to effect 
repurchase if the stores are still needed. 

(i) Standby tenders : The buyer's right to effect repurchase at thc 
risk and cost of the seller arises only upon the brcach of the contract by 
thc seller. Hencc the purchase officer should invite risk purchase tender 
only after the breach of the contract has occurred. Ins exceptional cir- 
c u m  tames, however where stores are most urgently required by thc 
indentors and are not available fkom ready stock but have to be manufac- 
tured and some public h a m  would be caused by delay in supplies, stand- 
by tcndcrs may be invited prior to the datc of breach with a view to 
minimise the inconvenience that may be caused to the Government by the 
dchy in perforxuance of the contract. Issue of such strtndby tenders 
ahmld. however, be restricted to cases of purchase of special class or 
kind of stores which are not readily available in the market and whose 
price is more or less stable over comparatively long periods of time. 



In other .words standby tePdtss wbich are opened not longer than a 
month before the date d breach can be accepted. On the other hand, jn 
case of stores wbxre price is i!iabk to tluctuatc from day to day, it wll 
qot be advisable to accept standby tenders opned a long t h e  before: thc 
date of breach. If at all it is found. ntvtussary in the public interest to 
accept a standby tcnder in such cases. such a tender should be the one 
opcned only a few days More the date of brcach. In any case it should 
be ,borne in mind that the cancellation of the contract on the defaulting 
suppiicr Should precede the ncccptance of the standby bndcr. 

NOTE : Contracts placed against oprationrtl, critical and othcr iinpor- 
tant Defence requirmcnts whsre stores arc to bc munufactured 
according t o  Defence spt'cification/Jrawing and some public 
harm would kc c n u d  by dcliiys in supplics, should bt: conn- 
dcred as cascs which would justify thc invitation of standby 
tenders prior to thc date of brcach. 

( i i )  In cases other than those nxntioncd above. if it is considered to 
place risk purchase contracts on the basis of standby tenders for special' 
reasons, approval of the Department of Supply should be obtained stncc 
placement of order on the basis of standby tcnder would prejudice to the 
right of the Govcrnmcnt to recover cxtra cxpnditure incurrcd in risk 
purchase. 

[Please also see 'Notc under para 4 ( b )  below]. 
(0.0. No. 1 12 datctl 5-1 0- 1967). 

Risk purchase contract should be on the same tcrms (apart from thc 
delivery time) as the original contract i .e. the goods should be of the s m c  
specification and liable to inspection by thc same uutliority and the terms 
of payment, provision rcgardinp liquidated damages, arbitration ctc. should 
be the same where the original' A/T provides for subn~ission of ii stample 
by the firm for testing prior to bulk supply, a similar condition should 
also be incorporated in the risk purchase contract. The intention is that 
the terms of the new contract should not be more onerous or more liberal 
than those of the original contract exccpt to the extent of the time oi 
supply i.e, much shorter time for supply of the stores would bc permissible 
under the law, provided of course a reasonable time is given. If' in excep 
tional circumstances it is necessary to depart from this rule, alternative 
quotation should be invited, one accroding to the tcrms of the original con- 
tract and the other according to revised requirements. the damages claimablk 
being calculated on the basis of thc legal advice obtained in cach case. 

It may also be added that even if the first purchase has bccn effected 
by negotiation or as a result of limited tender enquiry, the risk purchase 
contract should as far as practicable, be effected by advertised tender. 
This saves a lot of objections and is likely to hclp the Government in 
recovering the extra cost incurred. There is, however, no objection to 
e k t  repur$~ase by a limited tendcr cnquiry since according to thc condi- 
tions of contract the manner and method of such purchase will be in the 
entire discretion of the Secretary. It  should, however, be borne in mind 
that the enquiv should not exclude any known suppliers. 



N 6 ~ ~ : ~ ~ e r L j g k ~ i s ~ ~ 0 n ~ b a a h r d t b t .  
standby tenderr, a on tbr3 basis of DE@&~, the Idi;trldry 
of Law shouM be d t o 9  negsrding G O V ~ W ' S  right Oo. 
mover the ertra expnditure imwrr#l in risk parchast. If 

, the extra expditure incurred is not legally recoverable, 
claim should be made for rccovery of pneml damages. The 
rate established by the standby tenders may be taken as the 
market rate on the date of breach for the purpose of chhbg 
the general Alunapr?~ provided the standby tenders are opened 
on tho date of breach. Care should, therefore, be taken in 
fixing the date of opening of standby tenders 50 that it synchro- 
nism with the likely date of breach in respect of the existing 
contract. 

(Para 239 of D G W  Manual and 0.0. No. 1 12 dated 5-10-1 967- 
for details regarding general damages see para 6.) 

4(c) Necessity to invite the defaulting firm to quote against the risk 
putchase enqulry. 

While effecting risk purchase, exclusion of the defaulting contractor 
from quoting against the risk purchase tender enquiry can be justified onl'y 
when the breach consisted of his inability to supply goods of the contract 
description or when repurchase has to be effected on spot delivery in 
view of the urgemy created consequent on default and it has been esta- 
blished that the defaulter cannot comply with this requirement. The ex- 
clusion of the defaulting firm will not, however, be justified in case the 
original contract was cancelled on account of the his failure to delivery 
stores duc to rejcction in inspection on account of rectifiable defect in the 
s toms tendered. 

In all other cases, barring the exceptions indicated above, the default- 
ing firm have necessarily to be kept in the picture while effecting the 
risk purchase. Where risk purchase is to be effected by advertised tender 
a c m  of the tender notice should be sent to the defaulter informhp: him 
that the enquiry relates to rcpurchase of stores against the contract which 
was cancelled at his risk and expense. In casc of repurchase by limited 
tender, a copy of the tender enquiry should be sent to him informing him 
of the position. Even in cases where repurchase is effected by local 
purchase by the hdentor direct or by negotiations (which is rarely permis- 
sible in an extraordinary situation) the defaulter should not be denied 
an opportunity to offer. Where the defaulter's quotation happens to be 
the lowest acceptable it should be accepted. In such a contingency in 
order to guard against a second default, the defaulting finn should be 
cded upon to furnish a security deposit equivalent to 10% of the totar 
contract value. 

(Para 239 and 0.0. NO. 112 of 1967). 
[Please also see sub-para 4(d) below]. 
NOTE : According to legal opinion the exclusion of the defaulting 

firm from a risk purchase enquiry on the ground of tWir 
being bl'acklisted would prejudice our rights to recover the 
extra expenditure i n c u d  in repurchase. Such firms should, 
therefore, be dven an omrtunity to quote against risk 
purchase enquiries. In case the auotation received from such 
a firm is nDt the lowest, we would be able to place the order 



enthsbopast.Wdcmqndrwrwcr tbc extra expeaditun: 
osclrr#t Ii, aa tk other haPd, tb quotation 04 the Mack- 
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oa merits and a decision taken in consultation with 
the Deptt. of Supply eithersto ignore or accept the offer.. 

(D.0. No. C!SB/lS(l) /l/6l dated 23-9-1964). 
4(d). Security deposit to be taken from the defaulting firm in the er7ent 

of ?4acmaent of risk p ~ i t a r e  order. 
Accordiag to clause 7 of the Gencril Conditions of contract sccurity 

deposit for due performance of contract can bc cirlled for prior to the 
*wcq&we of tender or after the acceptance. In cuso of risk purchase 
enquiries, if the quotation of the defaulting firnl happcns to bc the iowcst 
amptable, they should be asked to furnish the security dcposit e ual 
to 10% of the prom contract value within a target datc with a cear 'I 
warning that their offer will bc ignored if thc security amount is not funafsh- 
ed by the specified date. In the event of failure 01 the firm to furnish the 
security deposit by the specified date, their offer may be ignored and plaw- 
ment of the contract on the next best offer considered. While fixing the 
target date as indicated 'above, cam should be takcn to sce that the other 
offers will be valid for acceptance up to a period beyond the target date 
so that placement of order on other tenderers may be considered in the 
event of failure of the defaulting firm to furnish thc Security Deposit. It 
should, thus, be ensured that there is adequatc margin bctween the target 
date set for furnishing the security deposit and the date of expiry of the 
validity of other tanders. 

(Mice Order No. 75 dated 12-7-1967) 
It may be noted that the delegation of powers for waiver of security 

deposit to be obtained from unregistered firms for due performance of con- 
tracts contained in para l (6 )  of the Deptt. of Supply letter No. 6(4)/ 
6611 dated 22-1-1967 as circulated under 0.0. No. 132 dated 1967 will 
not be applicable in respect of cases where security deposit has to be obtain- 
ed from defaulting contractors. In such cases the purchase officers have 
no discretion to waive the security deposit or to reduce its quantum. Any 
relaxation in these provisions would attract the sanction of the Deptt. of 
SUPP~Y 

It should also be noted that security deposit in the above type of case-s 
should be called for even from registered suppliers. 

(0.0. No. 87 dated 18-9-1965). 
4(e) In a risk purchase case lower tenders should not be ignored for 

any rectifiable errors of form such as non-subm$sion of samples. This 
dm not, however, mean that order should be 'placed on such firms even 
if they have not rwtifled the error inspite of giving an opportunity to do 
so by a target date. 
(0.0. No. 80 dated 20-7-1967). 
4(f) The,risk purchase enquiry must essentially be conked to the 

quantity in &fault of the individual contractor and there should not be any 
bulking of demands. . , .  . 

(0.0. No. 116 dated 9-12-1961). 



5. Rrcovery of emu expendik~e i m d  in risk pwchaFc. 
(a) Even though according to 1c& requirements, the mavery of risk 

p h a s e  loss could be c&ccted only after mattrialisation of supplies against 
tbo risk purchase contract, a demand notice sbouid be served on the. 
&fhulting fhn as soon as the risk purchase agreement is entered into askinp, 
t .  to deposit the extra expenditure involved. The standard letter cir- 
oulated along with Office Order No. 67 dated 16-6-1966 may be used for 
serving the said notice. Simubneously action should also be Pkem tD 
withhold payment(s), if any, due to the contractor against other contracts. 
In cases whcrc wc arc able to withhold payment and the dcfaulting con- 
tractor challcngcs thc recovery, we may lcave i t  to him to rcfcr the mattcr 
to arbitration or to initiatc lcgal proceedings. In cases where we are unable 
to recover the amounts due by withholding payments or othcrwisc. nrbitra- 
timillegal proaxdings should bc initiated inspite of thc fact uhcthcr supplies 
against thc risk purchasc contract havc materinliscd or not. Since the 
arbitration/legal proceedings arc protracted, it may be that in most of thc 
cases by the time wc have to producc cvidcnce. supplics against the risk 
purchasc contract mieht matcrinlise aild we would be able to comply with 
the legal rcquircmcnts. In caws whcrc the risk purchase contract IS not 
cmpletcd, wc h a w  to endeavour to producc cvidcnce in regard to the market 
value of thc stores on thc datc of breach and claim the general damages. 

(Sub-pra ( f )  of para 48-A of the Contract Manual] 
5(b) Rec-overy of rivk pur~hme loss in cases wlzere 1hew is ntora than oncl 

dcktrrlt. 
Cascs arc not uncommon whcrc thc second contractor ( i .e .  thc onc on 

whom thc risk purchasc contract is placed) also fail\ to supply the stores 
and whcrc. risk purchase has to hc arranged on his account. To give an 
illustration suppose wc have entcrcd into a contract with a contractor 'A' 
for supply of certain stores. 'A' fails to dcliver th? stores and the con- 
tract is cancelled and risk prchnse agrcclnent made with the another con- 
tractor 'B' at a highcr price. 'B' also fails and n fresh risk purchase agrw 
ment is made with a third contractor 'C' still at a higher rate. 'C' Supplics 
the stores. The question is as to what should be the quantum of damagef 
to be recovered from 'A' and 'B' respectively. If the stores involved arc 
of an ordinary commercial nature i.e. stores which are readily available in 
the market, we can legally recover from the contractor 'A' the difference 
between the rate at which the o r i ~ n a l  contract was placed on him and the 
market rate on the date on which he committed the breach. !3o far as 
3' is concerned the actual extra expenditure incurred (i.e, the differencc 
between the rates of the contracts placed on 'B' and 'C' in risk purchase can 
be recovered. On the other hand, if the stores to be purchased are not of 
an ordinary commercial nature (i.e. stores to be fabricated acwrdinnly to 
our specification etc, and. which have no ready market), wr; axe legally 
entitled to recover from 'A' the difference between the contract pricc on him 
and that of 'B' and from 'B' the difference between the contract price on 
93' and that d Y1'. 

Para 48-A(p) of the Contract Manual]. 
(c) Maintennnce of a Reg i~er  to watch recoveries and to ensure placement 

o f  risk purchase contract within the time limit. o 

In ordcr to maintain a careful watch to ensure that risk purchase 
effected within the time limit prescribcd and the rccovcry of extra expcn- 



dturc, on ~ i s m c ~ o e t ~ t d , e ~ p r i s t E r i n t b s p m f ~ ~ s ~ -  r 
dbed in Ordtr No. 71 dated 761963 should be maintained by al! 
thb Supply Scdhs. As soon as a contract is cnncclled at the risk and cost 
d a contractor the particulars ~~ the contract should be entered into 
in the appropriate columns af the regist&. Thc register should be revbwed 
once a week by the Section Officer/Assistant Dimtor concerned and should 
be put up to the Purchase OAicer within whosc powers the case falls includ- 
ing,D.G. to keep him posted with the position of the case with (1 view to 
ensure tHat risk purchase is made within the minimun timc possible but not 
later than the period of 6 months provided in the Conditions of Contract. 
If there is no entry to be watched, the rcgister should hc rcvicweci by thc 
Section Officrr/Assistant Director once n month. 

As soon as the risk purchase aprecmcnt is placed, thc particulars of this 
contract should be entered in the appropriate columns of thc rcgistcr and n 
careful watch kept till the amount due from thc defaulting firm is rccovtrcd. 

The O&M Section should exasninc thc risk purchase regist~rs ninintain- 
ed by the Sections at headquarters [Assistant Director (Admn. in case of 
Regional oflicus] at regular intervals with a view to scc that they' arc main- 
tained properly and certify on the register oftcr such e.xmination thnt It is 
maintained in accordance with the existing instructions. They should bring 
to the noticc of the Director of Supplies concernccl i n  writing thc clet"ects, i f  
any, detected by them during the course of their examitxition. 

(Office Order No. 71 dated 7-6-1963). 

If recovery of extra cxpenditurc incurred in risk purchase or the recovcry 
of gcneral damagcs cannot be cffcctcd within three months through normal 
action slxh as demand from firms, rctrenchnlcnt from pending bills, etc. the 
case should be brought to thc noticc of the Dircctor of Suppllc\ who ~hould 
wnsider institution of legal/arbitration proceedings. 

(Ofice Order No. 34 dated 25-3-1963). 
6. Generul clamages. 

(a)  As explained in the proceeding paras, under the conditions of con- 
tract we are entitled to recover from the defiiulting contractor the extra 
expenditure incurred in the event of cancellation of' a contract and conse- 
quent risk purchase. However, where no re-purchase is madc or where re- 
purchase is made deviating from the norms set out above arc entitled to 
recover by way of compensation only, the sum by which thc contract price 
falls short of the price for which the purchaser might have obtained goods 
of the like quality at the time when they ought to have been delivered. 
In other words the amount recoverable in such cases is the difference k t -  
ween contract rate and the market rate on thc date of breach and this is 
what is called general' damages in legal parlance. 
6(b) Market rate on the date of breach-Ascertuining of. 

In order to ascertain the markct rate it may not be necessary to issuc 
a fresh enquiry. If the purchases of the slame stores (in cases where store 
are marketable) or stores which axe best and nearest sdbstitute of thc stores 
originally coatracted for (where storm are not mnrl~ctablc) has been made 
daring the period just before or just after the datc of breach, the rate estab- 
lished in such purchases should be taken as the market price. Even in 
cases where no such purchases are made, the market ratc may bc calculated 



on *basis of tbe lowelt quotation receivod froan borrrr 
tht prriiod. If the market rate craoor be asccrtakr#l 
nwhds  specified above, enquirieg may be made from 
wbether they baw/made any traesscbon during thc period and tbe pier: 
at w M  they sold the store. The' pice intimated by the sellers in s d  
aaq may be taken as an evidence of market rate. In cases where it is 
considered ne 'Y-3 to invite fmh tenders to ascertain the market rate 
M indication sh be given in the tendcr enquir that the contqct is hot 
I b l y  to matorialise. Such a stipulation will p j u  d ice our right for recovery 
oP general damages if it could bc proved that thc rates thrown up as a result 
of the tender enquiry containing thcsc remark$ wcrc fictitiaus and unrealis- 
tics. 

(- Order No. 43 dated 3-5-1961 and Oflicc Order No. 142 dated 
8-1 1-1958). 
6(c) Cases where rep~crc1ztu.e is rnadc! jot- diflereuf quality of stores. 

Where repurchase i 5  made for difTcrcnt quality of stores Govt. cannot 
recover from the defaulting firm the actual cxtri i  expenditure iucurred in 
such purchase. Only pcneral daniagcs can bc rccovcred in such cases. If 
the market price on thc date ot brcach cannot be ascertained in such cases, 
they may be closed with the approval of ( i )  the Director General/Addl. 
D.G. if the value of thc contract is up to Rs. 10,000 and (ii) with the a p p n  
val olf the Deptt, of Supply and Finance if the contract value is more than 
Rs. 10,000. 
6(d) Cased where no repurchase is made. 

In cases where no repurchase is made after cancellation of the contract 
either due to withdrawal or reduction in demand by thc Indentor, Govt. 
can recover only the general damages. Such cases will fall under the fol- 
lowing two categories : 

(i) Cases where thc contractor has committed breach of contract 
wilfully and documentar)r evidence to prove such wilful negti- 
gence on his part is avadable, and 

(3) Cases where the contractor cannot be held responsible for the 
breach and non-supply of stores was duc to reasons beyond his 
control. 

With a view to decide whether the contract falls in any of the two cate- 
gories mentioned above, the purchase officer should examine the case t h m  
ughly in consultation with the Ministry of Law. As a result of such ex- 
amination if it is revealed that there is wilful negligence on the part of the 
contractor, general damages should be claimed from him. Where security 
deposit is available it should be forefeited and set off against the 
damages to be recovered. If the general damages to be recovered is more 
than the security available, action should be taken to recover the b e  
(Lea the difference between the amount of general damages and the secunt~ 
deposit) amount. 

In cases where no repurchase is made due to the withdrawal of the 
demand by the indentor, the general damages recovered should be credited 
to DVS&Ws account. However, where loss is reported by the indentor, the 
general damages should be credited into the indentor's account to the ex- 
tent d the amount of loss. 



If it h mt pmibk to establish the claim for gwcraE damages the cases 
oftbetypeat  i) a b o v e m a v b e c l o e a d w i t h t b e a ~ o i  (a) tboDbec- 
tor -&/&. D.G. if th v d w  d contract u up a RS. 10,000 ami 
(@ ttae Wt. of Supply and Furaoce if the value exceeds Rs. 10,000 
sug~sting administrative action against .&he contractor whercver necastq .  
The cases f f l i  under category (ii) may be closed with the approval al 
the purchase o k r  next higher to the one within whose powers of purchase 
the case fflls in consultation with Finance. 

(0.0. No. 43 dated 3-5-1961 and 0.0. No. 78 datcd 304-1962). 
7. Forfeitwe oj secrrrity deposit iu the event of catrcelirtion of contract. 
Tbe entire sccurity deposit tukcn for duc pcrfor~nancr: of contract can 

bc forfeited in the even& of breqch of contract by the contractor irrespective 
of  the fact whether or not the Govt. have sustamcd any loss on account of 
such breach. Forfeiture of security deposit does not prejudice Govt.'sl right 
to make risk purchase and recover damages on account of such risk pur- 
chase. In assrssing tho danra_gx on account of such risk purchnsc, credit 
must, howcvcr. bc given for thc security deposit forfeited as above. Tn 
other words : 

( i )  If the sccurity dcposit is available i t  should bc forfcitcd amf 
only the difference betwcen the security deposit and the actual 
loss sustaincd on account of risk purchase recovered from the 
defaulter. In the event the loss exceeding the sccurity deposit, 
the excess can be recovered from the contractor. The Govt. 
cannot, however, recover the full loss and also in addition for- 
feit the security deposit. 

(ii) If no security depmit is available thc actual loss sustained on 
account of risk purchase or the general damages should be re- 
covered. 

(Para 50 of the Contract Manual). 
X. MiscelEaneous Provision. 

(a) Extra freight and other incidental charges such as sales tax, cartage, 
packing charges, Joading and unloading charges etc. which the purchaser, 
may have to pay to the contractor as extra charges incidental to the pur- 
chase, are recoverable from the defaulting contractor. 

[Note (1) Under para 239 of DGS&D Manuall. 
8(b) In respect of developmental stores, with a view to create mom 

capacity and stipulate competition against future demand, educational orders 
may be placed on new firms, provided they arc f o h d  suitable in all respects 
and are willing to accept eduhational orders for small quantities. Such 
contracts can be cancelbd without financial repercussion on either side if 
the firms are unable to complete the orders within a period of 6 to 8 months. 
These instructions, however, do not apply to those films who have already 
established production of developmental stores on the basis of which 80% 
d the requirements of the stores are straightaway placed on them against 
(vpen tendem. ' 

[OfFice Order No. 95 dated 27-8-1 966 and Memo. No. CSIA/49(95) /I 
dated 2841967 1. 



8(c) Whenever a contract irr txwxbd d risk F & , t h  
bpp& Section concerned should advise the P&A , by mans of a letter 
tbe particulals of the original A/T against which the new contract bas been 
placed and the Merence in price ncovcrabk from the defaulting coot- 
tor.. Similarly while advising the f&AO. of the recovery to be made from 
the defaulting contractor, the Supply Section should also inform- of the 
particulars of the repurchase A/T in order to enable him to link the trans- 
actions. 

(Routine Notc No. 27 dated 9-6-1960). 
8(d) Claim for risk purchase loss should not be normally enforced on 

Govt. Establishments for failure to deliver stcjles against contractc, placed 
on thcm. Serious cases of default should, however, be brought to thc noticc 
of the Head of the Department or the State Gove~mcnt  concerned. Cases 
in which it is considcred ncccssary to deviate from this rule should be r e  
ferrcd to the Dcptt, of Supply for approval. 

'The above provisions will not apply in rcspcct of contracts pl:~ccd on 
Govt. Ilndcrtakings as distinct from Govt. Establishrncnts. Cases of this 
type would havc to be dccided on merits. 

[Note 3 under para 233( 1 ) of the ~~D Manual]. 
8(c) The question of recovery of risk purcha:ie loss against trial/edu- 

cationill orders ctc. shouI'd be decided on the mcrits of cach case taking 
into considoration thc circirmstanccs under which the order was placed. 

8( f )  If on rc-examination of a case in the light of a rcplcsentation o: 
the firm against our decision, the intention is to reduce a portion of thc 
Govt.'s claim for risk purchase already imposed by the competent authorit!. 
the firm's representative should be scat for and askcd orally to give a letter 
in writing that the firm would pay the said amount ( i .e .  the reduced amount! 
in full and final settlement of thc claim for Risk Purchase. The intentimi 
of taking such a declaration is to avoid the contingency of the mattcr being 
referred to Arbitration ctc. after we have communicated thc decision to rr- 
duce the damages imposed. This is not to bc disclosed to the firnl and in 
case thc firm refuse to give any such declaration the original decision should 
stand. 

(Para 236 of the Manual). 
9 .  Powers for cancellation and reinstatement of cnrcelled contracts mi 

wuiver of risk purchase loss. 
(a) All cases of refusal of rcquests for extension in contract deliver! 

date and cancell~tion of contracts should be decided in consultation with 
the next senior officer h t  not below the level of a Director of SuppIlies. 

(b) Cases d reinstatement of cancelled contracts should be trc,ated a? 
contracts placed on negotiated basis. 

(c) Powers for waiver of risk purchase loss indi'cated below :- 
(i) Director General-Loss up to Rs. 1,000. 
(ii) Dy. Director General-Loss up to Rs. 100. 

C h e s  where the loss incurred is more than Rs. 1,000 wodid have to b~ 
referred to tllc Dcptt. of Supply. 

(Para 337 of the Manual). - .  



It is abso nscbssary to tun# a formal sanction in cases where the extra 
expenditure incurred m risk purchase is waived. 

Sd/- M. M. PAL 
Dy. Director (Cdtt. ~ t c p p ~ & s  I )  

Standard Distribution. .- - 
(On file No. CDN-2/9(1) /I/68. 

DIRECTORATE GENERAL OF SUPPLIES AND DISPOSALS 
(SECTION CDN-2) NEW DELHI-1. 

Officer Order No. 10 Dated 25-1-1968. 

SUBJECT :-Delivery period in coittracu-Contyrel~errsiw instrirc.tions 
regarding. 

All current existing instructions on thc abovc subject hnvc becn cons* 
lidatcd up to date and are reproduced below for guidance of all conccrned. 

8 .  Intintcrtion of lower. intwket tr.encl to the inspcctorntr. 

As already stated in Para 3 above, thc Purchase Oficcrs arc required to 
kmp themselves a b ~ a s t  of the rise and fall in market prices and to makc 
full use of thc knowledge at the proper time such as expiry of the delivcry 
pcriod in contract. In cases wherc delivery dates have expired and the 
price of the material has also gone down, thcy should take quick and timely 
action by addressing telegraphically to the i~ispectoratc concerned not to 
inspcct the stores tendered after the expiry of the dclivcry date while the 
question of securing reduction in priccs by negotiation or repurchase at 
zhcapcr rates after cancellation of the original contract is undcr onsidera- 
tion. 

(Para 235 of the TXjS&D Manual). 

(ii) Whenever lower trend in prices is noticed, intimation to that effect 
should be given to the inspector concerned even in caxs  where the delivery 
dak has not expired so that he (inspector) is forewarned not to inspect the 
itores tendered after the expiry of the delivery date. In such cases the 
inspector should also be asked not to inspect the stores tendered too late by 
the supplier though withing the delivery period or grace period (where such 
provision exists) provided the inspection cannot be completed within the 
&livery pcriod or grace period, as thc case may be. 

12. The instructions contained in paras 1, 2 and 4 to 11 above are 
intended to serve as a referesher to the purchase officers and (except s u b  
para (ii) ofepara 8 )  ar emerely reiteration of the existing instructions lying 
xattered in various Office Orders etc. issued by CDN from time to the, 
Manual OF (Mice Procedure for Suppliers, Inspection and Disposals and 
the Contract Manual. Para 3 and sub-para (ii) of Para 8 incorporate 



sdan'dard Distribution 
on File No. CDN-II/CSUB/10(8)/1/67. 

GOVERNMENT OF INDIA e 

DEPARTMENT OF SUPPLY 
Note showing action taken or proposed to be ltakest on the r~tconir?tendoliom 

of !he Public Ac@unts Committee. 
Recommendation 

"Thc Committee regret to note that, as against the capacity of two to 
three thousand c. ft. of timber per month, orders were placed on the firm 
for about 45,000'c.ft. of timber to be supplied over a period of eight months. 
The Committee are unable to understand how orders were placed on this 
unre@md firm much beyond its capacity." 

[S. No. 18 (Para 5.85) of Appendix VIII to the 21st Report (4th Lsok 
Sabha) 1. 

"The Committee regret to note that although the Ministry of Finance 
had observed on 6th November, 1965, that it "was worth while to investi- 
gate how so many contracts came to bc placed" on the fmn if their financial 
position was "so bad" the Department called for the explanation of the 
officers only in March, 1967. The Committee hope that the Department 
will take immediate steps to finalise the case." 
(S. No. 19 (Para 5.91) of Appendix VIlI to the Z'lst Report (4th Lok 

Sabha)]. 
Action taken 

The disciplinary aspect is under consideration. The results will be com- 
municated to the Public Accounts Committee as soon as the cases are 
finalised." 

Recommendation: 
"The Committee fail to understand how a vague certificate from the 

&m's bankers, such as that their dealings are "quite fair", was considered 
as a satisfactory evidence for their capacity to execute contracts of this 
magnitude when the bankers failed to answer a specific query by the DGS&D 
in this regard. They hope that Government will review the question of 
taking adequate safeguards so that orders d a substantial nature are not 
placed on an unregistered firm even thou& it may be in the small scale 
industry sector." 
[S. No. 19 (Para 5.92) of Appendix VIlI to the 21st Report (4th Lok 

Sabha)]. 
A m  taken 

Necessary instructions have been issued in DGWD Office Order No. 54, 
dated 12th June, 1967 and Office Order No. 82, dated 25tfi July, 1967 
(Annexure 1 and 11) requiring the repurchase officers to ensure that orders 
are not placed on untried and unregistered firms successfully without ascer- 
taining their existing load, capacity, performance etc. These OSce Orders 



almnquirethattheRrrcbaseO$cusshoerldlurepareineach.casadpur- 
chase, a mnkiug statement indicating the capacity of the firm, load in haad, 
past pclf~rma~cc etc. Moreover, to ensurc that there is no ambiguity in 
olrtaining reports on the financial status of the firm, a strrndard kt& has 
k p # c n i  for issue to Bankers as per D.G.S. & D. Office Order Nb, 40, 
dated 6th May, 1967 (Anncxure 111). 
[Ministry of works, Housing & Supply (Deptt. of Supply) O.M. No. 43 

1 (38) /66-PI]. 
3 K. RAM, 

Secretary. 
NEW DELHI: 
24th Jarrtcnry, 1969 

DIRECTORATE 

-- - 

ANNEXURE I 
GOVERNMENT OF INDIA 

GENERAL OF SUPPLIES AND DISPOSALS 
N. I. BUILDING, PARLIAMENT STREET, 

NEW DELHI-1 
mce Order No. 54 Dated 12th June, 1967. 
SUB. :---Comparative a& Ranking statements oj Tenders-Preparation of. 
REF. :-Para 142 of the Manual of m e  Procedure for Supplies, Impec- 

tio~t: and Dispwh.  
2. Routine Note No. 32, dated 26th July 1966 and 4, dated 10th 
Jununry 1967. 

Accordin to the existing instructions as contained in the Routine Now 
rderred to a %ov e in all cases where more than 3 offers have been received 
a ranking statement has to be prepared and kept on the file. This statement 
has to be prepared in order of the price and must cover atleast 3 more 
offers than the lowest one proposed to be accepted. 

2. It has since been decided that the ranking statement should not only 
contain the details relating to prices but also other factors such as delivery 
terms, capacity, load already in hand, past performance, conditions quoted 
by the tenderer and such other details which are essential for a purchase 
deciiion. Id a comprehensive ranking statement as indicated above is 
available it will not be necessary to give details of the offers included in the 
statement again in the purchase proposals. Instead a reference may be 
made in the purchase proposals to the ranking statement which will contain 
all essential details. 

3. The ranking statement should be placed on the 'Notes' portion of the 
file and should be signed by the officer initiating the purchase proposals. 

4. A question has also been raised as to the place where the compara- 
tive statement should be placed on the file. It has been decided that the 
comparative statement should be kept in a separate folder along with the 
maccepted tenders. These should be proper stitched. In. other words, 
normally, purshase files would contain 4 folders : 



(c) Folder of tenders and C/s. aud 
(d) Routine Papers. 

pll purchase officers/sections are required to ensure strict complinnad 
the above instructions. 
Standard Distribution 

(31 File No. CSIB/29(37)/111/65. 

A N N E X U R E  I1 
G(NEKNMENT OF ~ N D I A  

DIRECTORATE GENERAL OF SUPPLIES & DISPOSALS 
(CO-ORDINATION SUPPLIES SECTION IB) 

NEW DELHI 

Ofiice OrJcr No. 82 Datcd 25th July, 1967. 
SUB. :---Cotnpcrr.(~tive unti Kankit~g Stafemenrs oj tcntker,l-Prepur~~tion. of. 
RE,F. :-Ofim Order No. 54, d w t l  12th June, 1967. 

Instructions wcrc issucd in thc Office Order referred to above to the 
cffect that a comprehensive ranking statemcnt shoirld be prepared in order 
of the pricc in all cases wherc morc than 3 offcrs have been received. In 
addition to the priccs quotcd by the firms, thc ranking statement is also 
required to incorporatc other factors such as capacity, load already in 
hand, deviations from thc standard terms and other details which are essen- 
tial for a purchase decision. 

2. It nriy bc necessary for the purchase sections to ascertain from the 
registration branch in case of registered firms the details regarding capacity. 
The details regarding load can bc ascertained from the Progress Wing in 
respect of items for which they are required to maintain load charts in 
accordance with Office Order No. 45, dated 26th May, 1967. The data 
in respect of other items (i .e. ,  items for which no load chart is maintained 
by Progress Wing) may bc taken from the information available with the 
Purchase Sections themselves. The Statistical Branch will also be in a 
position to provide some assistance to the Purchase Sections in this matter. 

3. It has been brought to notice that in certain Directorates the ranking 
abatements arc at prescnt prepared by the Technical Assistants. There may 
not be any objection to these statements being prepared by the Technical 
,4ssistants or other members of' the staff. The ultimatc responsibility for 
the correctness of the statement would, however, rest with the officer initiat- 
ing the purchase proposals. 

4. It has also been decided that the ranking statement should be prepared 
in the following proforma :- 

(a)  Name of the firm. 
(b) Pricc per unit. 



(c) Whdbu the st& 6d8ea 42mfom to the reqSed spaci6ccl- 
tioa/dra*g. . (d) Capacity. 

(e l  b a d  in hand. 
(f)  Past performance. 
(g )  Deviilticlns, if any required from the standard tenns and 

(h) Rcmarlrs (Othcr important points, if any, may be indicated 
here). 

All purchase Officers/Sections are rcquestcd to note the above instruc- 
tions. 
Standard Distribution 

ANNEXURE Ill 
GOVERNMENT OF INDIA 

DIRECTORATE GENERAL OF SUPPLIES AND DIWOSALS 
N. I. BUILDING, PARLIAMENT STREET, 

NEW DELHI-1 
m c e  Order No. 40 Dated 6th June, 1967. 
SUB. :-Placernetat of Contracts on umegirrtered fim. 
REP. :-Para 149 of the Manual of Ofice Procedure for Supplies, Inspec- 

tion & Disposah. 
2. Orwe Order No. 19, dated 13th March, 1967. 

According to the existing instructions unregistered b s  are required to 
indicate the names of their bankers in the tenders submitted 
Before placement of orders on such firms, a reference is made to 2 -  e banks 
concerned as to their (i.e., firm's) financial standing and orders are placed 
only on receipt of satisfactory reply from the banks. It has been decided 
that the form of letter enclosed hereto should be used hereafter for the 
purpose of calling for repqrts from the banks in regard to the financial 
standing of the h s .  

2. It will be seen from the letter to be addressed to the banks that they 
are required to give their reply in unambiguous terms. In spite of this 
stipulabon, if the rcply received from any bank is found to be vague and 
ambiguous, the quotation of the firm in respect of whom such bank report 
has been received should not be considered ordinarily. The powers for 
passing over of lower offers in such cases, will be governed by the delegation 
of powers as contained in para 1(8) of the Deptt, of Supply letter NO. 5/ . 
1/63-PI, dated 22nd June, 3963 circulated under 0. 0. No. 106, dated 
5th August, 1963. 

3. The ~Urchase qfficers are also required take due note of the past 
performance of the firms while taking tender decisions. Unregistered firms 
are required to furnish along with their tcnders, a performance statement in 
L23LSS/694 



the prwribed form indicatb the performance against ardm p W  on 
thcm ptior to the date of the lender. If it is decided in any casc to ignore 
a lower &er on the ground that thc previous performance of the tendem 
has not been satisfactory it would bc necessary to place on the fite ad 
authedticatcd (i.e., a copy s . e d  6 any gazetted officer) copy at the 
pcrfotmancc statcmcnt in support of t E c proposal. 

4. Thc furchasc Officers should also note that it would not be prudent 
to place a large number of orden involving huge amounts successivefy within 
a short time on unregjstcrcd firms-particularly on ncw firms without first 
watcbing their pcrformancc against earlier contract which was placed on 
thcm. 

5. Thc purchasc officers arc also rcquostcd to adherc strictly to tbc 
instructions contained in the Deptt. of Su,pply O.M. No. 1 ( 17)/62-PI, dated 
4th March, 1967 (circulated undcr Oflice Order No. 19, dated 13th March, 
1967) in rcpard to placcmcnt of ordcrs on unregistered and/or untried 
firm. 
Standard Distribution 

On file No. CSIR/29( 1 ) /III/67. 

GOVERNMENT OF INDIA 
Dl KFCTORATE GENERAL OF SUPPLIES AND DISPOSALS 

NEW DELHI-I 
To 

Dear Sir, 
The uadernotcd firms have quoted compctitivc rates against our tender 

en uiry for thc supply of and have indicated you as their Banker. I 
sha 7 1 be glad if you will furnish mc with a rcport on their financial standing 
and say whether their dealings with your bank have been of a sufficiently 
high order to enable thqm to carry ou t  s;~tisfactorily contracts involving sums 
amounting : 

(a) Up to Rs. 10,OQO 
(b)  Up to Rs. 25,000 
(c) Up to Rs. 50,000 
(d )  Up to Rs. 1,00,00C) 
(c) Above Rs. 1,00,000 

2. Any information you may furnish in this connection will be treated 
strictly confidential, your reply should be unambiguous and should clearly 
state thc category for which you consider thcm financially sound. 

3. Plcasc quotc this office rcference and date in your reply. 
Yours faithfully, 

jor Director General of Supplies and Disposals 
FULL NAME & ADDRESS OF FIRM. 



OWBBNMEYT CYP INDIA 
MINISTRY OF FOREIGN TRADE & SUPPLY 

(DEPARTMENT OF SUPPLY) 

Supplemenrary Note slwwing 8acrion taken or propwed to be 
taken on the rccomnm~sdaticms oj the Pitblic Atwarttts C'ommittc~e. 
* 

R~mmcndations 

"The Committee regret to note that, as against the ctipacity of two to 
three thousand c.f.t. of timber per month, orders wcrc placed on the firm 
for about 45,000 c.f.t. of timber to be supplied over a period of eight months, 
Ttie Committee arc unable to understand how orders were placcd on this 
unregistered firm much beyond its capacity." 
IS. No. 18 (Para 5.85) of Appendix VIII to the 21st Report (4th Lok 

Sabha)]. 

"Thc Committee regret to note that, although thc Ministry of Finance 
had observed on 6th November 1965, that it "was worth while to investigate 
how so many contracts came to be placed" on thc firm if thcir financial 
position was "so bad". thc Department called for thc explanation of the. 
~ficcrs only in March, 1967. The Committee hopc that thc Department 
v*iU takc immediate steps to tinalisc thc case." 

IS. No. 19 (Para 5.91 ) of Appendix VL1.I to thc 21st Re#port 
(4th Lok Sabha).l 

Action taken 
In this Department's Action Taken Notc, datcd 24th January, 1969, it 

was stated that the disciplinary aspect was under considcration and that the 
rcsults would bc communicated to the P.A.C. as soon as thc cases are 
f imliscd. 

2. Thc'disciplinirry aspect has since been finalised and the position is as 
fcdlows : 

( I ) The then Deputy Director of Supplies has been advised to be 
more careful in future in thc discharge of his duties. 

( 2  Onc Assistant Director of Supplies has been scverely warned 
and a copy of warning has been kept in his Character Roll. 

(3 )  Another Assistant Director of Supplies has also been warned 
and a copy of warning has bcen kept in his Character Roll. 

New Delhi; 
April 15, 1969. 



MmISTRY (3F WORKS, HOUSING & SUPPLY 
(DEPARTMENT OF SUPPI Y) 

Note showing action taken or prupo.~ed to be t u h  on tk , 
recomnlen(lntinn 01 the. hihlir Acro~m!.~ Coqmirtue. 

RCCOnammrlnHaam 
"Thc Cornmitts expect that apart from removing the technical amissjon 

to mention the time limit up to which orders for an additionaf qualntity 
could be placed, the arrangements in the o 5 x  of the Directorate Generial 
of Supplies and Pisposals should be such that all additional requirements of 
stores of a repetitive nature are duly taken into account will in time before 
the expiry of the current contract so as to avail of the provision to place 
additional orders to the extent of 25 per cent where bcncficial to Govern- 
ment. The Committee would like Government to issue comprehensive 
instructions in the matter and ensure that they are complied with by all 
concerned in order to safeguard fully G~vernment's interests." 

[S. No. 20 (Pnra 5.98) of Appendix VIR to the 21st Report 
(4th Lok Sibha)]. 

Actbn taken 
The question regarding reservation of sight to place order for additional 

quantity up to 25% has becn fully clarified by the issuc of Of[ice Order 
No. 58, dated 14th June, 1967 (copy enclosed) which is in supersession 
of all the previous office orders on the subject. According to this office 
order, the clause has been amended to read as follows : 

"The purchaser rescrves the right to place order on the successful 
tenderer9 for additional quantity up to 25% of the quantity 
offered by them at the rates quoted. 

Tenderers are bound to accept order for additional quantity under 
this clawe if order is placed on them at the time of the place- 
ment of the contract or during the currency of the contract but 
before the expiry of the delivery date." 

2. To ensure that all additional requirements of stores of a repetitive 
nature are duly taken into account well in time beforc the expiry of the 
cumnt contract so as to avail of the provision to place additional orders 
to the extent of 25% where beneficial to Government, check points for 
indent planning etc. have been, drawn up and circulated for the guidance of 
and compliance by the Purchase Officers in Office Order No. 98, dated 4th 
September, 1967 (copy enclosed). Point No. 1 1 undcr check points for 
lndent Planning is reproduced below :- 

"1 1. Can the stores be covered by placing a repent order or excr- 
cising the option to cover quantity up to 25% reserved against 
any existing contracts ? 

(Para 17 of DGS&D's Manual and 0.0. No. 58 of 1967) 
3. The instructions contained in the D.G.S. & D.'s Office Orders NO. 58 

dated 14th June, 1%7 and No. 98, dated 4th September, 1967 are cm- 
sidered adequate for the guidance of all concerned. 

[Ministry of Works. Housing & Supply (Deptt. of Sup~ ly )  0.M.  
P. NO. 43 (33) /66-PI]. 

New Delhi; 
the 27th August, 1968. 



D n R E f  QBMERAL t)F SUPPLIBS & DISPO6ALS 
(=SIB SECLION, WEW DELHI. 

OPioKfE ORDER NO. 58 Dated 14th J u n e ,  1967. 
SUB. :-Tender enquiries for i t e m  imving frequent demands-Issue of. 

According to tbc existing instructions the following clause is required 
to be stipdlated in all tender enquiries for stores having repetitive demands 
and for which no Rate or Running Contract is contemplated :- 

"The purchaser reserves the right to place order on the successful 
tenderers for additional quantity up to 25% of the quantity 
offered by them at thc rates quoted. 

Tenderers are bound to acccpt order for additional quantity under 
this Clause if order is placed on them by . . . . . . ., 

2. The idea i\  to cover any additional demands up  to 25% receivcd 
within the time-limit specified m the Clause. This would qvoid delay in 
uoverage of indciib and also the ncccwity for i~siic of tcndcrs for the same 
i~crns at frequent inlcrvals, which if donc, without duc considerrition of the 
market trend may rcsult in additional cxpcnditurc. 

3. As it will not always be possible to foresce which itcms have repcti- 
tive demands, it has been decided that the following "REVISED CLAUSE" 
sl~ould heseaficr hc incorporated in all tcnder enquiries cxccpt in case of 
2nquiries for Rate or Running Contracts :- 

"The purchaser reserves the right to placc order on the successful 
tcndcrers for additional quantity up to 25% of the quantity 
offcrcd by them at the rates quoted. 

Tenderers arc bound to accept ordcr for additional quantity undcr 
this clause if order is placed on them at thc time of the place- 
ment of the contract or during thc currency of thc contract but 
bcfore the cxpiry of thc delivery date." 

4. Any additional demand receivcd before the placcmcnt of thc contract 
o l  within the time limit specified in the clause can bc covered straightway 
up to 25% of thc quantity offered by the successf~~l tcndcrcr by includin 
this additional quantity in the proposed contract or contract already placedj 
The Purchase OIficer, within whosc powers the value (includin~ that of the 
additional quantity) of the contract falls will be competent to decide place- 
nrent of order for additional quantity in such cases (0.0. No. 98 of 1960). 

5. In case the demand(s) for the additional quantity i s  (are) more than 
25% of that offered by the lowest tenderer on whom the ordcr is proposed 
to be placed he may be asked to state :- 

(i)  If he is prepred to accept the ordcr for additional quantity 
according to the delivcry schedule required, and 

(ii) If so, reduction in price that he is prepared to offer due to 
i ~ r c a w  in quantity. 

The order for additional quantity can be placed on receipt of satisfactory 
reply from the tenderer. In caw, however, the additional quantity is beyond 
the capacity of the lowest tenderer, the offer of the next higher tenderer if 



apcn for wcrptnncc, may be avail& of to oover the additional quantity. 
'I hc procedure envisaged above amounts to na 'ation and will, therefore, 
attract the powers for negotiated purchases ( ce Order 118, da&ed.Sth 
Docember, 1962). 

G 
6. When a supplementary demand up to 100% of the original quantity 

Is received subsequent to the issue of a t d e r  enquiry, the quantity in the 
original enquiry may be increased and the opening date of the &end& suit- 
ably extended instcad of going in for a fresh enquiry to cover the supple- 
mentary demand ( M i c e  Order No. 24, dated 18th December, 1963). The 
rules regulating advertisement of &mands/issue of limited tender enquiries 
should be observed in such cases. 

7. While taking decision the coverage of additional quantity in accord- 
r m x  with the instructions mgntioncd above the purchase officers have to 
cnsure that thew has bcrn no downward trend in prices for the items 
concerned. 

8. The abovc instructions are in supersession of all the existing inswc.. 
lions on the subjcct ur contained in thc following office orders :- 

(i) Officer Order No. 98, dated 21st Decembcr, 1960. 
f i i )  Ofticer OTdcr No. 76, dated 26th Junc, 1962. 

(iii) Officer Ordcr No. 11 8, datcd 5th December 1962. 
(iv) Officer Order No. 24, dated 18th December, 1963. 
(v )  Officer Order No. 1 13, datcd 23rd August, 1963. 

(vi) CMccr Order No. 19, dated 20th February, 1964. 
Sd./- 

Deputy Director (CS-11). 
STANDARD Dl STRlBUTION 

On file No. CSIB/29(39)/rI1/65. 

GOVERNMENT OF INDIA 
DlRECTORATE GENERAL O F  SUPPLlES & DISPOSALS 

CO-ORDINATION SUPPLIES SECTION IB 
NEW DELHI 

OFFICE ORDER NO. 98 DUed 4th September, 1967. 
SUB.  :--Check yoit~ts for inclctlt planning, preparation of tender enquiry, 

considerutioti of tenders and drNting of contract. 
In supersession of chcck points circulated under Routine Note No. 32, 

dated 26th July, 1966 and 0.0. No. 22, dated 28th February 1966, a set 
of revised check points drawn up for the guidance of the puc6ase officers/ 

the following stages of procurement action is enclosed :- sections at 
( i )  

( i i )  
(iii) 

, (iv) 

lndcnt Planning stage. 
Preparation of tender enquiry. 
Consideration of tenders 
and 
Drafting of contract. 



2. It should be noted that the check points listed are only intended to 
bc a guide for the purchase ofiicers/sebions. They are by no means corn- 
pkte or exhaustive and the purchase dccrs  have to take into account the 
detailed instructions contained in the Manual of Otlice'Procedun for Sup 
plies, Inspection and Disposals and other instructions issued from time 
time. 

fa./- 
e T)y. l)irecbtor (CDN.  Supplies 

STANDARD DlSTRlBUTION 
- 

On File No. ~ ~ 1 ~ / 1 1 ( 2 2 ) / 1 / 6 7 .  





CHECK LlSTS FOR THE FOLLOWING SI'AGL:S OF 
PURCHASE ACTION. 

1. Planning of Indcnts. 
2. Issue of Tender Enquiries. 
3. Consideration of Tenders. 
4. Drafting of Contracts. 

I$),;- 
CDA' DIRECTORATE. 





1. Whether 1/0 is a pre/post deposit party ? 
If predeposit party have funds been deposited by them? 

2. What is the L.P.P.? Check adequacy of funds provided by indentor 
as also the financial certificate. 

3. Check if consignee and inspection instructions arc clear. 
4. Have the technical particulars been checked and arc thc rcquircd 

number of drawings and spccifications available ? 
5. Has the indent been c!icchcd by AHSP, in case of Defence indents. 
6. Has the proprietary article certificate in the prescribed form been 

given if the stow indcntcri for is proprietary in nature? 
(Para 84-A of DGUD Manual). 

7. In the case of importcd stores, has the foreign exchange been pro- 
vided and its source indicated ? If coverage against forei n exchange 
is out of special loans and funds, follow special prom ure-obtain 
sole agency/waiver for purchase under A.1.D. 

d 
8. Whether the delivery period is realistic? If not, the indentor should 

be informed giving probable time required for delivery. 
0 .  If any of the points at 1-8 above are not clear address a consoli- 

dated letter to 1/0 with target date to make good points 1-8 above. 
10. Casl the store be covered by RateIRunning Contract. If Ratc/Run- 

ning Contract exist for similar store and if Purchase Officer feels that 
item on RateIRunning Contract may serve the end use which thc 
1 / 0  has in view, advise 110 to accept the same with turgct datc. 

11. Can thc stores be covered by placing a repeat order or exercising 
the option to cover quantity up to 25% reserved against any cxisting 
contract ? 

(Para 17 of DGS&D Manual 8 0.0. No. 58 of 1967). 
12. Can the indcnt be bulked with somc other indcnt? If it is decided 

not to advertise the tender record clear reasons thercof. L.T.I. should 
normally be issucd to firms registcrect for stores in question. If 
proposed to addrcss likely sourccs of supplicrv who arc the un- 
registered, rccord clear reasons for doing so. 

(Para 109 of DGS&D Manual). 
13. Check correctness of T.E., in all respects and ensure issue of eame 

to corrcct parties following th,: corrcct procedure. 
13. If stores are to bc imported ensure DGTD cleclrancc is available by 

the date of tcnder opening. 
15. For machine tools, thc Development Ofticer of D.G.T.D. should be 

cons$ ted. J 

16. For operational indents, covcr by direct negotiation on the basis qf 
L.P.P. after obtaining conipetcnt approval if time does not permit 
issue of L.T.I. 



17. When thc indent is Operational; finns to be asked to adherer to the 
tendcr opnirtg dale and not to  ask for any extension. 

18. Check if tender Sam Ics :ire really necessary and if not tcll 1/0 ta B withdraw such a con ition, 'l'cndcr sample stipulation should be made 
with great care and caution. 
(,%e Oflice Ordcr No. 47 of 1966.) 

1 .  Ensure that standard forms rirc used for issuc of tendcr enquiry and 
all amcndmcnts sluthorivcd to  thcsc forms from time to time are car- 
ried out hcforc issue. 

2. Has time :~nd date for rcccipt of tender\ been indicated? 
3. Has thc timc :lnd d:~t.c lor opening of tcndcrs bccn indicated 7 
4. Has reasonublc tinw been alloncd to thc tcnderers to submit their 

quotations ? 
(Para 103 ol' MiSCGD Manual). 

5. Has thc pcriod for which 1 1 1 ~  tcnJcr4 arc' to bc kept open for accept- 
ance k e n  indicalcd rcali+ticnlly kccpiny in  view the nature of the 
store and ttic time lag l ibc4c t o  hc  involved where consultation with 
the indcntor or1 thc witability of offers rcceivcd would become 
necessary. 
(Para 120 of the DGSRrD Manual). 

6, Ensure that description of stores including spccification/drawing is 
correctly indicated in thc schedule. 

7. Ensurc that the tcnder enquiry is cipcd for and on behalf of the 
purchaser. 

8 ,  Tendcr s;in~plcs should not normally bc called where there is clear 
spccification/drawing. Whcrc tender sample is called and is required 
to bc furnished to an authority spccificd for testing, a copy of the 
enquiry should bc furnishcd to thc authority concerned. The time 
within which the srunplc should be submitted should abo be indi- 
cated in thc enquiry. 

(0.0. No. 47 of 1966). 
9. Ensure that the Conditions or Contract applicable has been correctly 

indicated in the enquiry. 
10. Ensurc that thc clauscs contained in thc standard forms used for 

issue of tcndcr enquiry and the Central and Special Conditions of 
Contract sllould not be reproduced in the tender enquiry. 

11. Check in case of stores where small scale units will be interested 
sufficient number of copies of the tcnder enquiry as required under 
the rulcs arc scnt to thc NSTC. 

12. Have the I'ollowing clauses been correctly incorporated ? 
(a) Sales Tax. 
(b) Customs Duty. ' a 

(c) Excisc Duty. 
(d) Transit insurance. 



13. Haw yont dearly iwiicatcd in .the Invitation to Tender that if replies 
to tbe qr#Etioaaaire in form No. DGS&D--100B arc evasive and not 
clear, the t&rs are liable to be ignored. 

14. Havc you incorporated in the cnquiry a warranty clause in respect 
of stores whcrc warranty clause: is ncxessary 7 

(Para l32-C of WJS&D Manual.) 
15. Haw you includcd the appropriate pric: variation clause in the 

idhuj. whcrc such a provision is wccssaty ? 
(0.0. No. 78 of 1966). 

16. In case of purchase of imported stores ensure that thc appr riatc 
Shipping clauses are incorporated in the tender enquiry. %e r sr ial conditions viz., payment terms for FOB/FAS contracts etc. 
s ouid also bc indicated in the cnquiry. 

(0. 0. No. 49 of 1967). 
17. Have you incorporated in thc enquiry the special clause relating to 

coverage of additional quantity up to 25% ? 
(0. 0. No. 58 of 1967). 

18, Ensure also that all other Spccial conditions as pcr existing or&rs 
are incorporated in the tendcr enquiry. 

19. Ensure insertion of pre-estimated liquidated damages clause in the 
tender enquiry in respect of critical items and other important stores. 

20. Lay down principles for evaluation of tenders with the approval of 
the competent authority and get C/S and ranking statement prepared 
accordingly. 

21. Special poims in regard to risk picrctme tender enquiry. 
( i )  Risk purchase tcnder enquiry should be on the same terms and 

conditions of the original cnquiry. 
(ii) As far as possible risk purchnsc should be made by advertised 

tender. 
(iii) In special cases whcrc limited tendcr enquiry is issued the 

defaulting firm should bc given an opportunity to quote .unless 
the breach of the original contract was caused on account of his 
inability to supply goods of the contract description. 

(Para 239 of the DGS&D Manual). 
111. Check Points for Cmsideration of 'rcnclers. 

( A )  General Stores 
1. Check comparative statements submitted with regard to its complete- 

ness and particularly in respect of price. 
(Para 142 of DGS&D Manual). 

2. Examination of the tenders in depth covering all aspects including 
existing load on the past suppliers, Delivery offered, perfdfmance, 
technical competence, etc. 

3. Afteragoing through the tenders, prepare a ranking statement in order 
of the price indicating quantity offered, de l ive ,  specificatimg ctc. 
Prepare the ranking statement after mmpilbg prices an cqulbble 



baris taking the bidence of all elements of coslrs such 4 rofiway 
freight, transit insurance, satss tax etc. up to daotination. firb sbuld 
be signed by thc officer initiating puraasc proposals, 

N.B.-Ranking statement must covcr at least threc a&rs next K i r  t h i  
the lowest one proposed to be accepted. 

(0. 0. No. 54, dated 12th June 1967). 

1. Chcck t11c comparative statcmcnt for its completeness. 
2. Chcck thc priccs of all thc tcndcrerh with the tendcrs for its correct- 

ness. 
3. Scrutiniw tcl~dcrs for tcchnic;d yxcilications and corresponding price. 
4. Prcparc rimking statement in ordcr of thc price, taking into account 

spccitications, pricc, dclivcry and capacity of the firm. Prepare the 
ranking statement after compilinp priccs on equitable basis taking the 
incidcncc of all clcments of costs sucli as raihvay freight, transit in- 
surancc, snlcs lux ctc. up to dc\tination. 

N.D.--Thc rimking statcmcnt must includc n t  IciW thrcc offers nest hif:/~er 
than thc one proposed to bc acccptcd. 

Cllcck up if any un-rcgistcrcd lirm comes into zone of cunsidcration. 
If such a iirm is an S.S.I. Unit and the itcm involved is a simple 
store, ask for it competency ccrliliciitc l'rom the N.S.I.C. But if the 
itcm rcquircrt involvcs n sat'ciy angle, obtain il capacity report from 
thc Inspecting authority conccrncd. On!v if thc rcport is favour- 
able and the lirm is rcgistcrccl with NSIC' consider wivcr of security 
deposit. In rcspcct O C  othcr un-registered firms coming within the 
zone of conkkxxtion, ilsk for capi~city report from the Inspecting 
authority. bilnkcr'a rcport from thc bankers and I.T.C.C. only if 
thc ofkrs oi' such pi~rtics itrc acccptablc technically or otherwise. 
This action should be taken with the approval of thc competent 
authority immcdintely nftcr thc preparation of the ranking statements. 

(Para 149 of DGS&D Manual). 
2. Ensurc that capacity reports arc not called for haphazardly and in 

piece-meal and crrrlier capacitv reports should bc made full usc of 
which arc viilid fo r  a period of one year. Again capacity reports 
arc to be called for only on firms who comc within the zone of con- 
sidcration. Further, no capacity report need be called for in respect 
of firms cithcr rccomrnendcd by the D.G.T.D. or borne on the list 
ol !).G.T.I). as scheduled industries. Part coverage can be  mad^ 
on such tirms. 

(0. 0. No. 28 of 1967). 
3. W I I ~  storcs arc rcyuired to I.S.I. specifications and fim quote for 

'I.S.I. marked goods and submit proof that they are authorised to 
* mark their products as T.S.I. marking, no capacity report need be 

cnlled for. , 



4. CbecL if foreign excbanaps: is roquicd. If so, tnke up with the 
indent- immediateky, gimg him targct datc. 

5. Check up if dlearance for import is necessary, if sa, obtain the 
same from the DGTD straightway. 

6. Chcck up if additional fonds would be ncccswry. If required, tuke 
up with thc indcntor straightway and give him a target datc. 

7. Check up tcrlns and conditions offered by firms within consideration 
zone and highlight those terms and conditions, which are at variance 
with our general conditions of thc contract. High-light the existing 
load and piist performance of thc firms recommended for placement 
of orders. Bring out very clearly deviations, if any, proposcd to be 
allowed from our standard terms relating to inspection, despatch, 
payment, price variation, arbitration clnusc etc. for any spccictl reasons 
and obtain sanction of thc competent authority. 

8. Check up if essentiality ccrtificatc is rcquired for fcrrous metal. If 
ncccssary. make an imrncdiatc rcferenct to MES Section for ferrous 
metals. 

0. Ensulc thilt thc latc offcrs ilrc not recommended as mutine, but 
where it is incvitublc. obtain the approval of the competent authority 
from the vcry beginning. 

10. Check up, if for technical assessment, a rcfcrencc to thc indcntor is 
Ilecessiiry. If so, it must be made imm~diatcly aftcr thc ranking 
statement is rcndy aftcr obtaining competent approval. Such a refer- 
encc \hould he precise and \hould contain our own analysi~/rccorn, 
mendations giving 3 realistic targct datc to rcply. 

I I .  Ensurc that the dclivcry nvailablc from the tcndcr(s) rccornmendcd 
for acccptnncc will meet thc indcntors requirements. 

12. Check if a prc-estimated liquidntcd damages clause is to bc enforced 
on the successful tendercr and whcthcr hc has acccptcd the same. 

13. Bring out clcarly prc-contract dcviations, if' any, proposed to b~ 
allowed clearly in thc purchnsc proposals. 

14. Ensurc that in caw of Rate/Running Contracts, contracts are 
normally placcd on rcgistcrcd and established firms which are capable 
of supply of stores required. Check the nature of thc indcnt and 
ensure coverage of 80% of total rcquirerncnts in casc of urgent/ 
cxprw indents on registered or known suppliers and only 20% on 
otlicr unrcgistcrcd and untried firms. subicct to favourablc capucity 
reports. In casc of ordinary indents, 30% should bc covered on 
registered and known suppliers straiglitwav and balance 50% after 
receipt of satisfactory capacity report5 011 unrcgiutcred and untried 
firms. 

(0. 0. No. 19 of 1967) 

1. It should bc ensured that risk purchsm aprccmcnt is concluded within 
6 months of the date of brcach of the original contract. Law Minis- 
try should be consulted in case of doubt about the date of breach. 

2. Risk pwchasc contract should be on the same terms and conditions 
as the original contract (apart from delivery time) i.e., the goods 
should bt: of the same specification, liable to inspection by the same 
Inspection authority etc. 



3. If tbe defaulting tirm's quotath h nr to be ttrt Sowed it cabodd 
be aocepred bormally. In order to 2'!= eguard againtit a second depaullt, 
the defaulting firm should in such caes be asked to furnish 10% 
Security Deposit bcfore contract is actually a w d d  to them. 

(Para 239 of the DGUD Manual) 

1. Wave the name and addrcss of the contractor been correctly incor- 
porated in the A/T? 

2. Have you satisfied yourself that the delivery period stipulated in the 
contract is in accordance with the delivery offered by the tendcrer 
arid is not vague ? 

3. If the firm has asked sales taxes extra, havc you madc provision for 
that in the contract indicating specific rate of taxes. 

4. If the firm has asked for cxcisc duty as cxtra, havc you made pro- 
vision for that in the contract? 

5. Have you cnsured that thc terms and conditions stipulated in the 
contract itre accepted by the firm in its offer? 

6. Have you given the consignee instructions correctly ? 
7. Have you given despatch instructions correctly ? 
8. Have you shown the Inspection authority and Inspecting Ofliccr 

correctly ? 
9. If the inspection responsibility is that of sub-office of an Inspection 

Circle, have you also endorsed a copy of thc contract to the concerned 
subofficc ? 

10. Have vou rriven the head of account and Accounts Officer of the 

Has the arbitration clause been propcrly incorporated in the contract 
in keeping with answer to Q. No. 14 from DGS&D 100-B in firm's 
tender ? 
Have you ensured that the specifications given in the contract are in 
accordance with those accepted by the firm and are complete in aJl 
respects. 
Have you satisfied yourself that all relevant communications from 
the contractor have been referred to in the contract ? 
Have you cnsured that the name of the paying authority is correctly 
mentioned in the contract ? 
Has the firm, if unregistered, agreed to deposit security against the 
contract? IF so, has the necessary provision been made in the 
contract ? 
in case of approval d advance sample/drawin.g by the indentor/ 
consignee, has 3. definite time limit been laid down for the return of 
the approved sample/drawing ? 

O 

Has the transit insurance clause been correctly stipulated ? 
Have copies of the contr-xt been correctly endorsed particularly to 
the Inspector and the Pay & Accounts OfEcer ? 



I?. Is ,the 'Stccl Claw' stipulated in thc contract strictly in amrdanccr 
wi& tbe tcader condition and Essentiality Certificate obtained frpm 
MES W o n  and attachcd to the A / T ?  

* 20. In case of imported stores wherg import Recommendation Certificate 
is requireci to be issued, is the IRC king issued with the A/T ? 

21. In case of imported stores, has the Customs Duty Clause been 
wrrectly incorporated ? 

22. If the firm has agrecd to placemcnt of additional 25% quantity, has 
the Government's right been rescrved up to the agreed date ? 

( 0 .  0. No. 58 of 1967) 
23. Has a Warranty Clause as agreed to by the firm been incorporated? 

Where necessary stipulate condition for furnishing Warranty/Bank 
Guarmtee/Performance Bond/Hypothecation deed/Indemnity Bond 
etc. after gctting the forms of the same vetted by thc Contract Officer. 

24. Havc you cnsurcd that all the clnuscs/conditions/stipulation proposed 
to bc included in the contract according to the purchase proposal or 
based on the advice of the Min. of Lnw, if any, havc bcca duly in- 
corporated in the draft contract? 

Recommendation 
The Comrnittcc regret to obscrve the inordinatc dclay of nearly three 

months in processing an urgent tender referred to in sub-para 1 of para 5.99 
of this Report. The Committee consider that if negotiations with the fitm 
had been held and finalised without delay, Government would have been 
able to purchase stores at the lowest price offered and avoided extra expendi- 
ture of Rs. 1.13 lakhs. Government should impress on all concerned the 
riced for finalising tenders expcditiously in order to secure maximum benefit 
to Government. 

[Serial No. 21 (Para 5.107) of Appendix VIIJ to the 21st Report 
(Fourth Lok Sabha)] 

Actioa, taken 
Compreicnsivc instructions regarding thc policy and proccdurc to be 

f'oilowed in dealing with indents of all categories have been issued in Oflice 
Order No. 22, dated 9th February, 1968 for the idancc of the Purchase 
Mfreers. A copy of this Office Older is enclosef  

[Ministry of Works,, Housing & Supply (Dcptt. of Supply) 
No. PI-43 (3S)/66, dated July 1968.1 

DIRECTORATE GENERAL OF SUPPLES & OTSPOSALS 
(COORDINATION-1 SECTION) 

New Dclhi 
OFFICE ORDER NO. 22 Dated 9th February, 1968 
SUB. : -JndL~nts-Poli~y and p r o c c d w r ~ ~ ~ ~ ~ ~ ~ ~ ~ l i d ~ t e d  Instructions regntd- 

h.- 
Instructions in regard to indent policy and procedure issued from time 

to time are contained in para 63 to 95 of the DGS&D Manual and various 
L23LSS169-5 



Office Orders/Routine Notes issued. Tbesc have been consolidated aad 
made up to date and are reproduced below for the guidance of Pun;hase 
Dtes. 

Ladents m y  be classified broadly as under :- 
. (a) Ad hoc indcnts 
(b) Programrnc/Works P rqammc Indents 
( c ) Express/Operational Indents 
(d) Forward Programme Indents 
(e) Indents covered by AID/Foreign Loans etc. 

Indents are required to bc placed on the DGS&D/Regional Of3bx/ 
Missions in the prescribed forms complctc in all rcspccts, where the value 
exceeds Rs. 25,000 for non-Rate/Running Contracts items and for 
Rs, 1,000 or above for Rate Contract items. lndcnts below Rs. 25,000 
may also be placed on DGS&D in special cases, whcre so decided. and in 
caws of storcs of proprietary naturc and hdcntb covcred by Foreign AID 
Laan5 etc. 

Planning oi indcntb on rccsipt in DGS&D is the first phase and this 
shouM be done by Director of Supplies concerned himself, in consultation 
with dcvclopmcnt officcr and Dy. Director/Asstt. Director, Supplies con- 
cerned. This should be completed within 24 hours of the receipt of thc" 
indent in cascs falling within his powers. In casc a reference is to be made 
w higher authorities the planning should be completed within 48 hours. 
The following chcck points for indent planning stage have becn pres- 
cribed :- 

Check points for the indent plaruting 
1. Whether I/O is a pre/post Jc'posit party ? If pre-deposit party have 

funds been deposited by them. 
2. What is the L.P.P. ? Check adequacy of funds provided by indentor 

as also the financial certificate. 
3. Check if consignee and inspection instructions are clear. 
4. Have the technical particulars been checked and are the requirctl 

number of drawings and specifications available? 
5. Ha.. the indent becn checked by AHSP, in case of Defcncc indents. 
6. Has thc proprietary article certificate in the prescrib~d form given 

if the store indented for is proprietary in nature? 
7. In the case of imported storcs, has the forcign exchange been pro- 

vided and its source indicated ? If coverage against foreign exchange 
is out of special loans and funds, follow special procedure--obtain 
sole ngcncy/waiver for purchase under A.1.D. 

8. Whether the delivery period is realistic ? If not, the indcntoc should 
be inforn~ed giving probable time required for delivery. 

9. If iiny of thc points at 1-8 above arc not clear address a consdidated 
lettcr to Jj@ with tnrgct date to make good points 1-8 above. 

10. Can the storcs be covered by Rate/Running Contract. If Rate/ 
Running Contrnct csist for similar store and if Purchas.: CtEEcer feels 
that item on Rotc or Running Contract may serve the end use which 
the I, 0 has in view, advise 1/0 to accept the same with target date. 



3 1. Can the stores be cowred by placing a r c p t  order or exetcisin the 
option to m r  quantity up tb 25% nrslcrvcd a@nst any ex sting 

COllrract ? 
r 

(Para 17 of DGS&D Manual & 0.0. No. 58 of 1967) 
'12. Can the indent be bulked with some other i nho t?  If it is d d c d  

not to advertise the tender, record clcar rcasons thereof. L.T.1, 
should normally be issued to tirms registered for stores in question. 
If ,proposed to address likely sourccs of suppliers who are un- 
registered, record clear reasons for doing so. 

(Para 109 of DGS&D Mmtal). 
13. Check correctness of T. E. in all respects and cnsurc issue of same 

to correct pnrtics following the corrcct procedure. 
11. If stores are to bc imported cnsurc DGTD clcarancc is clvailablc by 

the date of tender opcning. 
IS. For machine tools, thc Dcvcli~pmcnt Officcr of DGTD should be 

consulted. 
16. For operational indcnb, cover by direct ncgotintion on the basis of 

L.P.P. after obtaining competent approval if t h e  does not permit 
issue of L.T.I. 

17. When the indcnt is Operational, firms to be asked to adhere to the 
tender opening date and not to ask for any extension. 

18. Check if tcndcr snmplcs arc rcally neccssary and if not tell 1/0 to 
withdraw such a condition. Tcnder sample stipulation should be 
made with great care and caution. 

(See Oflice Order No. 47 of 1966) 
At the planning stage the Director should give detailed instructions after 

taking into consideration the various factors e.g., J,.P.P./firms on whom 
orders were placed earlier/capaity/location of firms vis-a-vis consignee ctc. 

In case of itcri~, nhich arc on Ra:c/Runninp Contracts hc should pass 
orders regarding Rate/Running Contract holder on whom Supply Order 
should be placed. This would obviate dclay in placement of supply order. 
In these indcnt planning meetings not only the mode of tcndcr enquiry be 
decided but also a stage-wise programme of coverage should be drawn up. 
In the case of Rate/Running Contrscts the aim should be to ensure con- 
clusion of fresh contracts at least one month before the expiry of the existing 
contracts. 

In respect of indents valued over Rs. 30 lakhs D.G. would like to hold 
planning meetings himself in his room which should bc attended to by the 
concerned Directors and DDG. Director should ensure that information on 
check points prescribed for the planning of indents i s  fully made available 
to D.G. in such meetings. 

In the case of composite indents from River Valley/Irrigation/Power 
projects containing various items requiring matching deliveries, placed on 
DGS&D, closely coordinated action is requircd nnd overall planning is 
called for which would be done under the direction of ADG. Before such 
an indent i~ split up for allocation to different Dtes, dealing with different 
items a meeting of the 5enior dealing oficers should be arranged by Director 
(Planning) in the room of ADG and a programme laid out for procurement 



of all tbc items required, In somc cases it may bc useful to assodatc the 
iadeator with this plaOPiLl~e' Thc indentor sbould be fwnbkd with a 
planned programme so drawn up. The Mes. would report progci18 at the 
intervals laid down in the planautg pro amme to Project Dte. DDG who 
i s  in overall charge of p r o m  Me. will e ve full authority to give directions 
with n view to achieving coordinrrtcd dclivcrics. He would, if necessary, 
also bring the lapses, departures from the programme, major shares and 
tbe l i b ,  to the notice of ADG for such orders as the later may consider 
appropriate. 

In the case of indents for Defcncc and other indentors there should 
normally be no amcndmcnts or alteration to specikations and drawings after 
they have bcen sent to D G a D .  If, however, any amendments are called 
for, thcse should only be done with thc approval of the Head of the Deptt. 
or any specified officer of the Ministry/Deptt. and thc effectivc date of the 
indent would rcckon from the date these arc received in DGSGrD. If the 
drawings and specifications arc not clear enough in thc carlicr stages for 
the suppliers to proceed with the manufacture and supply of stores, the 
indent should bc returned forthwith to thc indentor. 

In cases where supplies arc required on the basis of samplcs sent along- 
with the indent, cach such case should be considcred on its merits. Where 
indentors arc unable to submit spccifications and drawings such cases should 
bc put up to DDG/ADG concerned for orders before working to samples. 

W'hcrc quantities in an indcnt arc amcndcd aftcr their receipt in DGS&D 
cach such case will bc dccided on its mcrits taking into account the quantum 
of the :~mcndment. Whcrc the quantities arc incrcascd, every endeavour 
should hc made to cover at lcast the initial quantity straightaway so as to 
ensurc dclivcry within the time required. 

In cases where a refcrencc has to be made to the indentor for provision 
of additional funds, foreign cxchangc. acccptancc of protracted delivering. 
relaxation in specifications etc.. adequate time should bc given to him for a 
reply, making it known to him that if he fails to reply by the target date 
his indent is liablc to be treated as withdrawn/cancelled and if a reply is 
received later the effective date of the indent will be advaaced by the 
Number of days the reply is delayed beyond the date on which it was due. 
In such cases concurrence of DDG/ADG concerned should be taken before 
resorting to return/cancellation of indents for any valid reasons and for 
changing the effective date of the indents. 

As regards effective date of programme indents it should be counted 
from the date prescribed for tbcir reccipt in DGS&D and not the date of 
their actual receipt, if it is prior to the prescribed date. In respect of pro- 
gramme indents received after thc prescribed date, the actual date of receipt 
may however, be taken as the effective date. 

Indents on reccipt in the Central Indent Section in DGS&D are given 
a code number for which different code numbcrs have been allotted to major 
indentor/sub-indentors/supply Dtes. As the progress statistics is being 
mcchanised, it is essential that a copy of the indent so numbered in Central 
Indent Section is given to Stats. Dte. When the original indent of the 
indentor is split into more than one DGS&D indents, the Central Indent 
Section should allot fresh serial Nos. to  the indent items under each D G W  
indent scparately since the mechanised system envisages a meclianical check 
over the serial Nos. of thc indent items documented. In case of indents 
bemg cancelled, returned, 'X mandated etc. (i.e., indents not sent to Pur- 



ChpX Dtg), the action taken by CC& Indent Section and the date of 
su&i a h  may be written boldly on the t hand top comer of the 
j&at and ooph sent to Stats. Dte. Copies "$ o indents should be gtrm 
t o p t b r  in separate batches hy thc brodd group of indentors and sen $" to 
the Stats. W. daily, duly accon~punied by a forwarding memo prcscribed. 

In respect of indents over 30 lilkhs, instciid of sending duplicate copies 
to the DG/ADG etc. as required under para 85(VII) OE the Manual, 
Indent Section will send weekly statements to the senior officers as under :- 

(a) Weekly statement giving details of indents ovcr Rs. 30 lakhs in 
value to D.G. 

(b) Weekly statement giving details of indent bctween Rs. 20 lakhs 
and Rs. 30 lakhs in value to ADG/DG (whoever may be con- 
ccmcd) . 

(c) Weekly statement of indents bctwecn Rs. 6 lakhs ilnd Rs. 20 
lakhs in value to DDG concerned. 

These statements are to bc fiirnishcd in thc prescribd proforma. 
In regard to time limit for the various operations in the coverage of 

indents the following norms have been prescribed :- 
Indents other than Programmc/Dcvelopmental/Operational and 
these financed from AID/IDA/EXIM/ Bank/other foreign 
credits. 
Indents for stores of highly technical naturc necessarily requlr- 
ing technical consultation with the indentors. 
Programme f Developmental indents and indent financed from 
ATD/IDA/EXIM Bank/othcr foreign credits. 
All operational indcnts other than dc\lclopn~cntal ant1 thow 
financed from foreign credits. 

'Time interval between lndents categorywise 
- ----. .--.- 

A. B. C. D. 
( i )  date of receipt of indent in purcl~nsc 

section &issue of T. Inquiry. 7days 7 Jnys 7da:,s 4 Jay 
(2) date of opening of tender & date of 

approval of Purchase proposal 4 wceks 8 \vceks 3 months 10 days 
(iil) date of approval of purchase proposal 

&placement of formal contract. 3days 7 d ; ~ s  7 days 1 day 

In case of Defence Indents these are to be covered within four months 
at all costs In order to avoid criticism by indentors as well as suppliers 
for delay in coverage of indents all possible measures to reduce d~sposal 
time sh,ould be taken by purchase office.rs. No interim action should be 
taken without the express approval of the competent purchase officer, who 
has to be fairly and squarely responsible for the timely disposal of the case. 

In order to keep a watch on all indcnts the purchase officers are requircd 
to maintain record of pending indents on the casc sheets prescribed for the 
Purpose. A.D. (T.E. Cell) will prepare these sheets in duplicate and place 
One copy on the file at the starting point and send the other to the concerned 
P.yhasc officers in whose powers the case falls. It will be the respon- 
\lblllty of the concerned purchase olliccr, thereafter, to maintain the casc 

of indents of his powers. Officers of thc rank of Directors and 
uhove will do so through their PA's W e  duplicate case sheet5 should be 



mat to Stpts. Branch for exttaoeing iLlfom8fion with regard to tbt a v q p  
time intervals taken chase section for each operation of pmebase mr work These copies s marked prominently by letters 'A' 'B' C' W ,  
as the case may be as cde sed above for coverage action. Dimtom 
arc required to ensure that e case sheets scnt to Stats. Dtc. arc Complete 
in this respect. 

r 
The timc rescribed for coverage for each opration should invariablj 

be shown in & e Planning note of each indent so that the dealing oflkers, 
know both thc scrutiny timc and thc coverage time prescribed. 

Instructions in regard to purchase in cxccss of thc estimated amounts 
shown on indents arc contained in para 143 of the Manual. In case of 
Defence indents the limit has becn reduced from 660% to 50% subject 
to the total extra cost not excecding Rs. 5 lakh. 

In caw of indcnts from Survcyor Gencral of India, the limit is 66s% 
provided thc total incrcasc in the cost of thc stores in each case does not 
exceed Rs. 5 lakhs. This is subject to thc condition that if the increase 
in rates is due to change in specifications as originally approved by the 
Oovt., a referem has to be madc to the indentor so that he may obtain 
approval of the Govt. before thc ordcr is placed. 

In thc case of indents placcd by Border Security Force, under tbc 
Ministry of Home Affairs, it has been agreed that whcn the excess over the 
total estimated cost does not cxcecd beyond 25% a reference to indentor 
aced not be madc. 

Operational and urgent indcnts should carry a certificate as under duly 
signed by an authoriscd officcr of the indenting Deptt, or a Secretary or 
Joint Secretary : 

"Certificcrte of o~erational/urge~tt demands : 
1. Description of item 
2. Delivery date. + 

3. Name, address and telephone No. of officers detailed to progrcs? 
the stores with the supplying 'Deptt. 

I certify that the attached indent is classified as operational/urgent 
importance. 

Designation of Certifying O&er.*' 

These indents are classified operational/urgent in the following circum- 
stances : 

(i) "Operational" only whcn the stores are immediately required 
for use on the front or in connection with Riots, Civil c o r n @  
tion and such like purpose. 

(ii) "Urgent" in respect of indents which if not supplied immediately 
within the stipulated date, will result in breakdoyrn of essential 
services or will cause great inconvenience or loss to the state. 

These indents on receipt in DGS&D will be registered in Central Indent 
Section and passed on to Inspection Wing on the same day. The indents 



m r W  eacifiuk rOl k pesacd an immediately to tb 
chaw c-.by name the same day and other Menu mdz P.A.C. wiIl be paswd on to the Inspeaion Wing wha win ensom thrt W. 
;ue suutiniscd,, their r e m m m d a h s  noorded M a U y  aad 
forwarded to the respective Director of Supplies by name within 24 = 
The Purcbaic OfEicer will on receipt of the indent, indicate to the iad4lltor 
by letter or telegram the probable date of supply of stws if he considers 
from e J @ r i e ~  that the supply of stores within the delivery period 
given by tbc indentor is not possible. Any indent beyond the powers of 
Directors of Supplies will bc shown to thc Dm immediately on d v t  
:md further action taken on his direction. 

All urgent/operational indents received in the DGS&D should be 
hcrutinised and tender inquirics issues within 48 hours of their receipt. All 
operational/urpent indents will be handled ab ~inito by  DD(S). 

Telegraphic/Telephonic bids, if obtained should be rccorded by the 
purchase officer and firm asked to confinn these bids in writing. In such 
cuts  purchase decisions by the concerned purchase officer should be reported 
to tho DJX. Contracts on the basis of tenders received should be finalised 
within seven days of their receipt. There should be no delay in handling 
t~rgent/operational demands and if any such demand has not been cam- 
pletcly dealt with on the last working day of the week, the officer concerned 
win work on holidays till all such action on the demand is completed. The 
Head of Purchase Dtes. will be personally responsible for dealii with 
urgent a d  operational indents and they should ensure that the &livw 
period specified in the indent is complied with in all cases as far as possible. 
In case of any difficulties or bottlenecks in arranging supplies in time as 
requested by indentor, they should personally consult the DDG/DG as the 
case may bc on such difficulties. 

Inderrting officer should be kept informed of the progress in such cases 
by sending him fortnightly report. Inspection in such cases will be 
manged on priority basis. 

A/Ts issucd against urgcnt/opcrational indents for Inspection Wing and 
;iIso ofice copy, should bc prominently so mnrkcd on thc top left hand 
corner. Indcnts files dealing with operational/urgent express indents. file 
koards, file bands, note sheets, typing paper, duplicating papers should in- 
variably bc of pink shade. 

Indents fo; P.A.C. storcs of importcd origh from Civil Indentors will 
be placed only on DGS&D, New Delhi along with the required certificate 
whether the stores are available from Indian Agents or not and the purchase 
will be arranged by D G W .  A copy of the invitation to tender must how- 
ever be eadorsed to DG. ISM, London/Washingtoll as the case may bet 
with the request that their assistance would be required. if there is no res- 
ponse in India. 

As regards Defence Indentors, the Central Purchase Orgmisatiod sh& 
mdinarily process only those indents which are duly supported by PAC in 
the prescribed form. In cases, however, wherc the M;S&D/Indentor are 
both unawm of the proprietary nature of the store the indents are 
X'mandated to the Missions without P.A.C. and the Mission should process 
~h indents and finalise contracts without insisting on prim submission of PAC if the value of the indent is up to £ 500 and $ 1,250 only. Such a 



~~ &wid be obtained expwr-facto for re 'sation. As resasQ 
k g w  value indents exceeding tbe above vafw, If*" AC sboutd be OW m, before finalisityq the co~tract. it should also be c W  to @e 
iadsntm that any delay in furnishing tbe c a M c a b ,  which m y  r4jott id 
pa-t of highest price, will be to bis 0~3t~1nt and the Mission will not be 
mqP4dblt for the S1Pe. 

Standard Distribution 
(On file CDN. 1 /4(273)/1/68). 

The examination of the case shows that the indentor had radically 
reduced the requirement from 1.77 lakh Kgms. in May, 1963 to only 0.46 
lakh Ylpns, in June, 1964 and that proper action was not taken by the 
DGS&D to safeguard Government's interest as soon as the original delivery 
period stipulated in the contract had expired. Another reason for not being 
able to claim general damages was the lack of information about the ruling 
market price at the time of the expiry of the specified delivery period. The 
Conrmittec consider that indenting organisations should take every care 
to cnsure that indents are placed on the Purchase Organisation on a realistic 
basis to obviatc variations later. The Directorate General of Supplies and 
Disposals, on the othcr hand, should cnsure that supplies are arranged in 
time and that in the event of failure of the contractor to supply the goods 
by the prescribed date, appropriate action is taken to safeguard Govern- 
ment's right to enforce risk purchase on the defaulting contractor in case of 
repurchase of the goods at a higher price from another supplier. 
[Sl. No. 23 (Para 5.123 ) of' Appendix VlII to the 2 1st Rcpdrt (Fourth 

l ~ k  Sabha ) 1. 
Action taken 

With regard tc the Committee's observation that indenting organisations 
should take every care to ensure that indents are placed on the Purchase 
Organisation on a realistic basis to obviate variations later, suitable instruc- 
tions have been issued to the Indenting Department vide the Department 
of Supply's O.M. No. 43 (42) /66-PI, dated 1 6th October, 1968 (Annexure I) .  

As reeards the observation that DGS&D should ensure that supplies arc 
arranged m time and that, in thc event of failure of the contractor to supply 
the goods by the prescribed date, appropriate action is taken to safeguard 
Gwemment's right to enforce risk purchasc on the defaulting contractor in 
case of repurchase of the goods at a higher price from a n d r  supplier, 
appropriate instructions already exit in the D.G.S. & D. Manual for tbe 
guidance of the purchase officers. These instructions have been reiterated 
in D.G.S. & D.'s Office Order No. 11, dated 25th January, 1968 and of& 
Order No. 29, dated 1st March, 1968 (copies enclosed Annexure I1 & m). 

[Minktry of Works, Housing & Supply (Deptt. of Supply]. 
New DeIhi; 
The 20th Dece~mber, 1968 
NO.-PI43 (42) /66. 



DEPARTIfENT OF SUPPLY 
New Delhi, the 16th October 1968 

OFFICE MEMORANDUM 
,SUBJECT :- Radical Reduction in requirements after placing indents on 

D.O.S.&D., Para 90 Audit R c p r t  (Civil) 1967. 
T%e dchrsigncd is directed to state that in para 5.123 of their 21st 

Rwrt (4th Lok Sabha) the Public Accounts Committee have observed 
as under :- 

"The examination of the case shows that the indentor had radioally 
reduccd the requirement from 1.77 lakh Kgms. in May 1963 to on1 0 46 
lakh Kgns. in June, 1964 and that proper action was not taken & h e  
D.O.S.W., to safeguard Governmcnt's interest as soon as the original 
delivery period stipulated in the contract had expired. Another r e a m  for 
not being able to claim general damages was the lack of information about 
the ruling market price at the tipe of the expiry of the specified delivery 
period. The Committee consider that indcnting organisations should takc 
cvcry care to ensure that indents are placed on the Purchase Organisation 
on a realistic basis to obviate variations later". 

While appropriate action has been taken to implement thc rccommen- 
dation of the Committee to safeguard Government's ri&t to enforce risk 
purchase on the defaulting Contracts, in the case of repurchase against 
contracts placcd by D.G.S. & D., the Indenting Departments are also 
requested to keep in view the rccommcndations of the Committee and to 
take every care to ensure that indents placed on the Central Purchasc 
Organisation are prepared on a realistic basis in order to obviate subsc- 
qucnt radical reductions in requirements. 

sd. /- 
A. K. AGARWAL 

Under Secretary to the Corc~rttrnent of lndia 
Ta 

1. All Ministries of the Governrncnt of India 
2. All State Governments. 
3. All Union Territories. 
4. All Central Governnments Undertakings. 
5. Department of Administrative Reform, New Dclhi. 
6. D.G., Border Sccurity Forces, New Dclhi. 
7. Cabinet Secretariat, New Delhi. 
8. Rajya Sabha Secretariat, New Dclhi. 
9. Lok Sabha Secretariat, New Dclhi. 

10. w e  Minister's Secretariat, New Delhi. 
11. C. & A.G. of India, New Delhi. 
12. Supreme Court of India, New Delhi. 
13. Military Secretary to President, New Dclhi. 



14. Planning Commission, New Delhi. 
15. Border Roads Development Board, New Delhi. 
16. Dcpartmcnt of Atomic Energy, Bombay. 

A. K. AGARWAL,. 
Llndcr Secretary. 

ANNEXURE II  8 

GOVERNMENT OP INDIA 
DIRECTORATE GENERAL OF SUPPLIES & DISPOSALS 

SECTION CDN-XI 
NEW DELHI 

OFFICE ORDER NO I I Dated 25-1-1968 
SUBJECT :--Risk Purchase-Comprehensive Instructions reg. 

All current existin instructions on thc abovc subject have been cxm- 
solidated upto date an c f  arc reproduced below for guidance of all con- 

1. According to c l a w  14(7) of the Gencral Conditions of Contract 
as contained in Form No. DGS&D-68 (Revised) if the contractor fa& to 
deliver the stores or any instalment thereof within the period fixed for such 
dclivery or at any time rcpudiatea the contract before the expiry of such 
period, the Government is cntitlcd to cancel the contract and to repurchase 
the stores not delivered at the risk and cost of the defaulting cimtractar. 
In the event of such a risk purchase, the defaulting contractor &all be 
liable for any loss which thc Gwcrnmcnt mav sustain on that account p m  
vided the purchase, or if them is an agreement to purchase, sucli agreement 
is made, in case of dcfault to delivcr the stores by the stipulated Delivery 
Period, within six months from the date of such default and in case of 
repudiation of the contract bcforc the expiry of the aforesaid delivery, within 
six months from the date of cancellation of the contract. 

2. Respowslbility of the pirwl~ase oficers to mange risk purchase wfthin 
the specified time lit nit. 

It is the res'ponsibility of the purchase cffticers to ensure that risk pur- 
chase is effected within thc tirnc limit as specified abovc. Any loss that 
may occur on account of thc delay on the part of the purchase officer to 
effect risk purchase within the specified time limit will render him liable 
to disciplinary action as also for recovery of the loss so sustained on account 
of his negligence/default. Even though six months' time is provided, 
every endeavour should be madc to effect repurchase within shortest possi- 
ble time without waiting for th2 completion of the six months period. This 
will save a lot of legal comflications. 

[Also see ports 5 ( c ) ] .  
NOTE : Repurchase within six months as indicated in para 1 above is 

enforceable only in c a w  whcre the default is on account of the contractds 
failure to adhere to the contract delivery period or repudiation of c m t r F  
before expiry of such period. In cases, however, where the cantract Is 
cencelled for reasons other than non-adherence af the contra& delivery 
pxiod or rcpudiation of thc contract, repurchase should be effected imme-. 
diately within a reasonable time. 

(Para 239 of DGWD Manual). 



3. Avzccd,we to be folkwed by the p r m h a  oBers in t@d to ixancel- 
kttion of Contram. 

Tbd fo1lowing praccdure should be fdloucd by tht Purcborse Offiocrs 
tegard to cancellation of contracts : . 
(a) The purchase o&iccr should keep o careful watch on the date of 

&livery, keep himself fully informed as to what supplies have been made, 
wh@ stpplies iug Sikely to be made by She date of delivery and what in 
general are the pnospects of the contractor prfornling the contract. 

(b) Where deIivery is speciAed in instalments. he should wherever he 
is satisfied that rfonnancc is not likely to be forthcoming. cancel thc T instalments in de ault mcl call upon the contractor to cxecutc the remain- 
ing part of the contract. 

(c) In other cases (LC. contracts stipulating dclivcry in one lot) wherc 
hc considx it more expedient and is satisfied that performance is not 
likely to be forthcoming at all, he should cancel the entire contract or the 
quantity outstanding as on the date of espi r  d thc delivery period. 

(d) Whexe it is intended to cancel a contract, it should be done im- 
mediately the breach has occurred. In certain cases decision is not how- 
ever, taken immediately on expiry of the delivery date or the extended 
delivery date as the cas'e may be, whether the contract should k cancelled 
or kept alive. Sometimes corrcspondeace is exchanged with the flnn dter 
cxpiry of the delivery period thereby keeping the contract alive and by such 
action time ceases to be the essence of the contract. If time is to be made 
again the essence of the contract, we are required by law to give a notice 
to the contractor giving a reasonable time for performance and intimating 
him that time would be the essence of the contract. In such cases where 
the contract has k e n  kept alive by the conduct of the parties', cancellation 
could be resorted to only after the expiry of the aforesaid notice period. 
It  should be noted that the date for delivery fixed in such notice cannot be 
taken as thc date of breach of the contract for counting the periad of 6 
months for thc purpose of concluding the risk purchpse contract unless it 
is accepted by the contractor either bv correspondence or by making sup 
plies. If the contractor does not acccpt the date either by repudiating it 
by correspondence or otlwwisc, the date af breach for the purpose of 
counting the six months period would be the date on which the origind 
delivery pcriod or the mutually agreed extended &livery period, if any, has 
expired. 
(Routine Kotc NO. 26 datcd 4-4-1967) 

(e) When suppliers account their failure to supply the stores to non- 
availability sf wagons on account of booking restrictions, the factual posi- 
tion should be ascertained from the Railway concerned ond the Ministry 
of Law consulted before resorting to concellation at t b  risk and cmt of the 
contractor. 

Ministry of l a w  should be consulted in an cases where there are doubts 
about our right to cancel the contract. 

( f )  In cases vhere skcurity deposit is called for by a specified date, d e  
fault in furnishing the same by the target date is in itself a breach of Ee 
contract which entitles the Government to cancel the contract at the n s r  
and cost of the contractor. 

(Para 49 of the Contract Manual). 



4. MCPWCS to be takrn to @ect a k ' p w h e  
(a) As soon as a contract is cancelled skps Sbould bc taken to q e c t  

repurchase Y the storm are still n d d .  . 
(i)'  Stand by tders,-Tbc buyer's 'right to effect repurchase at tlw 

risk and cost of the sellcr arises only upon the breach of tbe contract by 
!be sellcr. Hence the purchase officer should invite risk purchase tender 
only after the breach of the contract has occurred. In exceptional oircum- 
statccs, howevcr wherc stores arc most urgently xquircd by the indentm 
.and arc not available from ready stock but haw to be manufactured and 
some public hami would be c a u d  by delay in supplks, standby tenders 
may bc invited prior to the date of brcach with a view to minimise the m- 
convenience that may be causcd to the Gow;mment by the delay in pzr- 
formance g the contract. Issue of such stand by tcndqrs should, however. 
bc restricted to cases of purchase of special class or kind of stores which 
arc not readily available in the market and whosc price is nwre or Its\ 
stable over comparatively long p;riods of time. In other words standby 
tenders which arc opened not longer than, a month bcfore the date of breach 

%can be accepted. On the othcr hand, in clase of stores whmc price i h  

liable to fluctuate from day to day, it will not be advisable to accepl 
standby tenders ojxned a long time bcfore thc date of breach. If at all 
it is found necessary in the public interest to acecept a standby tender 
in such cases, such a tender should be the onc opcned only ;I 
few days bcfore the date of brcach. In any case it should be borne i n  
mind that the cancellation of the contract on the defaulting supplier should 
pri:cede the acceptance of thc standby tender. 

NOTE : Contracts placed against operational, critical and othcr impor- 
tant Dcfence requirements where stores are to be manufactured according 
to Defence speci!ication/draw'ing and some public harm would be caused bv 
delays in supplies, should be considered as cases which would justify the 
invitation of standby tenders prior to the date of breach. 

(ii) In camt  other than those mentiongd above, if it is considered ti1 
place risk purchase contracts on the basis of standby tenders for special 
reasons, approval of the Department of Supply should be obtained sincc 
placement of order on the basis of standby tender would prejudice to the 
right d the Government to recover extra expenditure incurred in risk 
purchase. 

[Please also sce Note under para 4(b) bclow]. 
(0.0. No. 11 2 dated 5-10-67). 
4(b) Risk purchase to be on identical terms as the original contract. 
Risk purchase contract should be on the same terms (apart from the 

delivery time) as the original contract i.e. the goods should b.; of the same 
specification and liable to inspection bjl the same authority and the terms 
*of payment, provision regarding liquidated damagcs, arbitration ctc. should 
be the same where the original A/T provides for submission of a sample 
by the firm for testing prior to bulk supply, a similar condition should d s ~  
be incorporated in the risk purchase contract. The intention is that the 
terms of the new contract should not be more onerous or more likral than 
those of thc original contract cxcept to the extent of the time of supoly 
i.e. much shortcr time for supply of the stores would be permissible under 
the law, provided of course a reasonable time is given. Tf in cxceptiofid 
circumstances it is necessary to depart from this rule, alternative quotations 



s W d  be invited, one according to tb~ tcms of the original contract and 
the .other 8~00rding to revised requirements, the damages claEnXable being 
aikulattd on tht basis of tbe legal advioe obtained in qaoh case. 

It hay also be added that even if th first purchw has Gected 
negotiation or as a result 4 limited tender cnquiry, the risk pucbase 

contract should ns far as practicable, be effected by advertised tender. This 
saves a lot of objections and is likely to help the Govemnent in recovering 
the ext5a cost incurred. There is, however, no objection to effect repur- 
chase by a limited tender enquiry since according to the conditions of can- 
tract thc manner and method of such purchase will be in the entire discre- 
tion of the Secretary. It should, however, be borne in mind that the en- 
quiry should not exclude any known supplicrs. 

NOTE : Whenever risk purchasc is effected cither on the basis of the 
hiandby trndcrs or on the basis of negotiation, the Ministry of Law should 
b consulted regarding Government's right to rccovcr the extra expcndi- 
ture incurred in riqk purchase. If the extra expenditure incurred is not 
kgally recoverable. claim should bc nladc for xecovery of general damages. 
The rate established by thc standby tendcrs may be takcn as the market 
rate on the date of brcach for thc purpose of claiming thc genepl damages 
provided the standby tenders are opened on the date of brcach. Care 
hhould, therefore, be taken in fixing thc date of opening of standb" tcn&rs 
,o that it synchronisles with the likely date of brcach in respect @ the exist- 
ing contract. 

(Para 239 of DGS&D Manual and 0.0. No. 112, dated 5-10-67-for 
tlctnils regarding general damages see para 6.) 

4(c) Necessity to ittvitr the defuitltitr~ firm to quote a~ainst the risk 
yirrcl~u~e c1rryuity. 

While effecting risk purchase, cxclusion of the defaulting contractor 
t rom quoting against the risk purchase tender enquiry can be justified only 
nhcn the brcach consisted of his' inability to supply goods of the contract 
description or when repurcl~ase has to 5c effected on spot delivery in view 
of the urgency created consequent on default and it has becn established 
that the defaulter cannot comply with this re uirement. The exclusion of 
the dcfiiulting firm will not, however, be justi 1 ed in casc the original con- 
tract was cancelled on account of his f a i l u ~  to delivery stores due tq 
rejection in inspection on account of rectifiable defects in the stores tendered. 

In all other cases, bamng the exceptions indicated above. thc default- 
ing firm have necessarily to be kept in the cture while effecting the risk 
purchapc. Where risk purchase is to be e if ected by advertised tender a 
copy of the tcnder notice should bc scnt to thc default informing him 
that the enquiry relatcs to repurchase of stores against the contract which 
uas cancelled at his risk and expense. In case of repurchase by limited 
tcnder. a copy of the tender enquiry should be sent to him informing him 
of the position. Even in cases where repurchase is effcctcd by local pur- 
chase by the indentor direct or b negotiations (which is rarelv permissible 
ln an extra ordinary situation) t rl e &faulter should not be denied an o p  
Portunity to offer. Where the defaulter's quotation happens to be the 
h ~ s t  acceptable it should be accepted. In such contingency in or&r 
to guard against a slecond default, the defaulting firm should be called upon 
to furnish asecurity deposit equivalent to 16% of the total contract vahb., 

(Para 239 and 0.0. No. 112 of 1967). 
[Plcasc also see sub-para 4(d) below]. 



NOTE : According to legal opinion the cxrlusion of tbe defaulting 
from a risk purchase enquiry on t& @wd of their beiqs MBCLlidad would 
prejudice our rights to recover thc extra e~rpcoditure incurd in repurbrre, 
Such fhns should, therefore, be given an opportunity to quote against risk 
purchase enquiries. In casc the quatation received from such a h is 
not the lowest, wc would be able to place the order on the lowest tenderer 
and rocover the cxtra expditure incurred. If, on the other hand, thc 
quotation of the blacklisted firm ha ns to be tho lowest, the cast will 
have to br: examined on merits an BP a decision taken in consultation with 
thc Deptt. of Supply c i k r  to ignore or accept the offer. 

[D.O. No. CSIB/15( 1 ) /6l,  datcd 23-9-1964]. 
4(d)  Scwirify deposit to be taketr from tkr defaubing f i n p i  irr the event 

of plrrccment oi risk pzuritasc order. 
According to clause 7 of the General Conditions of contract security 

deposit for due performance of contract can be called for prior to the ac- 
ccptance of tcnder or after the acceptance. In casc of risk purchase en- 
quiries, if the quotation of the defaulting firm happens to be the lowest 
acceytable, they should be asked to furnish the sccurity deposit equal to 
10% of the proposed contract value within a target date with a clcar warn- 
ing that their offer will be ignorcd if thc security amount is not furnished 
by t* specified datc. In thc event of 'failure of the firm to furnish the 
secunty deposit by the spwified date, their offer may be ignored and 
placement of the contract on the next best offer considered. While fixing 
the target date as indicated above, care should be taken to sce that the 
other d e r s  will be valid for acceptance uptol a pried beyond the target 
date so that placement of order on other tenderers may be considered in thc 
event of failure of the defaulting firm to furnish the Security Deposit. It 
should, thus, be ensured that there is adequate margin between the target 
date set for furnishing the security deposit and the date of cxpiry of the 
validity of other tenders. 

(Office Order No. 75 dated 12-7-67). 
It may be noted that the delegation of powew for waiver of security 

deposit to be obtained from unregistered firms for due perfonname of con- 
&acts 'as mtained in para l(6) of the Deptt. d Sup,& le%r No. 6(4)/ 
66-PI dated 22-1-1967 as circulated under 0.0. No. 132 dated 1967 
will not be applicable in respect of cases where security deposit has to b: 
.obtained from defaulting contractors. In such cases the purchase officers 
have no discretion to waive the security deposit or to reduce its quantum. 
Any relaxation in these provisions would attract the sanction of the Deptt. 
of Supply. 

It should also be noted that security deposit in the above type of cases 
should be called for even from re.gistered suppliers. 

(0.0.  No. 87 dated 18-9-65). 
4(e) In a risk purchase case lower tenders should not be i ored for 

any nrctifiable errors ol form such as non-submission q s a n i p g  This 
does not, however, mean that order should be placed on such firms even if 
they have not rectified the error inspite of giving an opportupity to do so 
by a target date. 
(0.0. No. 80 dated 20-7-67) 



4(f) Thc risk pur&ase enquiry must essentially be confined to the 
quantity ia default of the individual contractor and there should not be 
m y  bulking of demands. 

(0. 0. No. 1 16 dated 9-1 2-6 1 ) . 
5.  Recowry of u t r u  expenditrrm in&rud in risk purclta.w. 
(a) Even though according to legal requucments, the recovery of risk 

purchase loss could be &ected pnly aftcr matgrii~lisation of supplies agriinst 
the risk urchase contract, a dcmand notice should be b c r v d  w the dc- 
fadling %m as soon as the risk purchasc agrmlcnt is entered into asking 
them to deposit the extra expenditure involvd. The standard letter cir- 
culated along with Office Order No. 67 dated 16-6-66 may u d  for 
sewing the said notice. Simultanedusly action should also be taken to 
withhold paymcnt(s), if any, due to the contractor against other contracts. 
In cases where we are able to withhold payment and the defaulting con- 
rractor challenges the recovery, we may leave it to hipl to refer the matter 
to arbitration or to initiate legal p r W n g s .  In cases where we am un- 
a* to recover the amounts due by withholding payments or otherwise, 
~rbitrgtionilegal proceedings should be initiated inspite of the fact whether 
supplies aginst the risk purchasc contract have materialiscd or uot. Since 
  he arbitrution/legal proceedings are protrilcted, it may be that in most of 
ihc cases by the time we have to produce evidence, supplies against the 
r i c k  purchase contract might materialise and we would be nhlc lo comply 
uith the legal rcquiremcnts. In cases whcrc the risk purchase contract 
~z not completed, we have to endeavour to produce evidence ir. regard to 
the market valuc of the stores on the date of breach and claim the generd 
damages. 

[Sub-para (f)  of para 48-A of the Contract Manual]. 
5 ( b )  Recovery of risk purchase loss in cases where there is more than 

one default. 
Cases are not uncommon where the scond contractor (i.e. the one on 

~vhom the risk purchase contract is placed) also fails to supply the stores 
d where risk purchase has to be arranged on his account. To give an 
illustration. Suppose we have entered into a contract with a contractor 
'A* for supply of certain stores. 'A' fails to deliver the stores and the 
contract is cancelled and risk purchase agreement made with the another 
contractor 'B' at a higher price. 'B' also fails and a fresh risk purchase 
agreement is made with a third contractor 'C' still at a higher rate. 'C 
Supplies the stores. The question is as to what should be t h ~  quantum of 
damages to be recovered from 'A' and 'B' respectively. If the stores in- 
mbed are of an ordinary commercial nature i.e. stor~s which are readily 
available in the market, we can legally recover from the contractor 'A' the 
difference between the rate at which the original contract was placed on 
him and the market rate_ on the dqte on which he committed the breach. 
So far as 'B* is concerned the actual extra expenditure incurred (i.c. the 
faerence, between the rates1 of the contracts placed on '8' and 'C' in 
rkk purchase can be recwered. On the other hand, if the stores to be 
Fmhwi are not of an ordinary commercial nature (i.e. stores to be fabri- 
cated according to our specification etc. and which have no ready markt) ,  

are legally entitled to recover from 'A' the difference between the con- 
tract price oh him and that of 'B' and from 'B' the difference between the 
-ontract price on 'B* and that of 'C. 

para  48-A(b) of the Cantract Manual]. 



(c) Mointemrtce of a Register to watch ncotteties ond to ertrm 
place-mcnr of r i~k  purchase cvnrracr within t& 1Sme lip&. 

In order to maintain a careful watch to emure that risk plrchase b 
effected within the time limit prescribed and the recovery of extra 
ture on repurchase is not lost sight of, a register in tbe proPorma prrsQibed 
in Oflice Order No. 71 dated 7-6-63 shouM be maintainad by aU h Sup 
ply Sections. As soon as a contract is cancelled at the risk md cm d 
a contractor the particulars regarding the contract should be ewered into 
in the appropriate columns of the register. The register should be 
reviewed once a week by thc Section Offi~er/Assistant Dirctor concerned 
and should be put up to thc Purchase OfIicer within whose p o r n  the 
case falls including D.G. to keep him posted with the position uf the case 
with a view to ensure that risk purchase is made within the minimum time 
possible but not later than the period of 6 months provided in the Ccm&- 
tions of Contract. If therc is no cntry to be watched, the register should 
bc reviewed by the Section Ofiicer/Asuistant Director once a month. 

As soon as the risk purchase agrrcmcnt is placed, the particulars of 
this contract should be entered in the appropriatg columns of the register 
and a careful watch kept till the amount du! from the defaulting firm is 
rccovcred. 

The O&M Section should cxaminc the risk purchase registers main- 
tained by the Scctions at licaclquurtcrs [Assistant Dircctor (Admn.) in 
case of Regional offices] at regular intervals with a view to see that they 
are maintained properly and ccrtify on the register after such exgnination 
that it is maintained in accordance with thc existing instructions. They 
4hauld bring to the notice of thc Dircctor of Supplies concerned in writing 
the defects, if any, dctectcd hy then1 @ring thc courw of their examhation. 

(Office Ordcr No. 71 dated 7-6-63). 
(d) In,viitrrtio~l o j  u l )I) i / l~~t iot l / le~~~I procwfing~:  to eflect recovery. 
If recwcry of extra expenditure incurred in risk purchase or the re 

covery of general damages cannot be cffectcd within three months through 
normal action such as demand from firms, rep.enchmeat from pending 
bills, etc. the case should be brought to the notice of the Director of 
Supplies who should cmsidcr institution of legallarbitration proceedings. 

((Mice Order No. 34 dated 25-3-63). 
6. ~ c n h a l  datnogeu. 
(a) As explained in the proceeding paras, under the conditions of con- 

tract we arc entitled to recover from the defaulting contractor the extra ex- 
wnditure incurred in the event of cancellation of a contract and conse- 
quent risk purchase. However, where no repurchase is made or wbm 
repurchase is made deviating from the norms set out above are entitled to 
recover by way of compemation only, the sum by which the contract 
falls short of the price for which the purchaser might have obtained goods 
of the like quality at the time when they ought to have been delivered. Ia 
other words thc amount rccoverablc in such cases is the difkrence between 
contract ratc and the market ratc on the date of breach and this is what 1s 
called general damages in legal parlance. 
6(b). Markct rote on the date of breach-Ascertaining of 

I 

In order to ascertain thc market rate it may not be necessary to issue a 
fresh enquiry. If the purchawq of the same stores (in cases h e r e  sWre are 



marlrntaMe) or stores which are best and marest substitute of the stens 
originally contracted for (whenz stores are not marketable) has been made 
during the period just before or just after the date of bnach, the rate a- 
tafished in such purchases should be taken as the markt price, Even 
In cases where RO such rchases are ntiide, the market rate may be cab 

ti? culated on the basis of e lowest quotation received from bona fiJe sellers 
during that period. If the market rate cannot be ascertained by adopting 
thc mcthods specified above, enquirics may be made from born ficlc sellers 
cas to wHethcr they have ma& m y  transaction during the period and the 
pricc at which they sold the store. The price intimated by the sellers in 
such cases may be takcn as an evidence of market rate. In casks where 
11 is considered necessary to invite frcsh tenders to ascertain the market rate 
no indication should be given in the tender enquiry that the contract is not 
likely to materialise. Such astipuiation will prejudice our right for re- 
covery of general dmagcs if it could bc proved that the rates thrown up as 
3 result of the tender enquiry containing these remarks were fictitious and 
tinrcalistic. 

(OfIicc Order No. 43 dated 3-5-61 and 
Officc Order No. 142 dated 8-1 1-58) 
6 (c ) . Case where i~epiirclzase i s  mude for di#eret~l quality of stor'er. 
Whcre repurchase is made for different quality of stores Government 

cmnot recover from the defaulting firm the actual extra expgditure incur- 
14 in such purchase. Only general damages can be recovered in such 
cases. If the market price on the date of breach cannot be ascertained 
in such cases, they may be closed with the approval of (i) the Director 
General/Addl. D.G. if the value of the contract is up to Rs. 10,000 and 
cii) with the approval of the Deptt. of Suply and Finance if the contract 
ialue is more than Rs. 10,000. 

6(d).  Cases where no purchuse is tnatie. 
In c a w  where no repurchase is made after cancellation of the contract 

either due to withdrawal or reduction in demand by the Indentor, Govern- 
ment can recover only thc general damages. Such cases will fall under the 
following two categories : 

( i)  cases where the contractor has committed breach of con- 
tract wilfully and documentary evidence to prove such wilful 
negligence on his part is available, and 

( i i )  cases where the contractor cannot be held responsible for the 
breach and non-supply of stores was due to reasons beyond 
his control. 

With a view to decide whether the contract falls in any of the two c a b  
gories mentioned above, the purchase officer should examine the case 
thoroughly in consultation with the Ministry ,of Law. As a result of such 
examination if it is revealed that there is wilful negligence on the part c;lf 
the contractor, @nerd damages should be claimed from him. Where 

-=2 deposit is available it should be forfeited and set off against the 
p e r  damages to be recovered. If the general damages to be recovered 
1s m e  than the security available, action should be taken to recover the 
balance (Le. q e  difference between the amount of general damages and 
the security depmit) amount. 

In cases where no repurchase is made due to the withdrawal of the 
demand by the indentor, the general damaps recovered should bc credited 
L23LSS169-6 



to DOSkD's account. Howcuer. whore loss is reported by the indentot, 
the pnerrtl d a m  should bc credited into the indentor's account to the 
extent of the amount of loss. 

4 it is not possiMe to establish ,&e claim for general darnages the casers 
of the type at ( I )  above may bc closed with the approval d (a) the 
tor Ocnmal/Addl. D.G. if the vnluc of the contract is upto Rs. 10m/- 
and (b) the Deptt. of Supply and Finance it the value ex& Rs. 10,000 
suggesting adrmnistrativc action against the contractor wherever wcessary. 
Tbe cases fallin under category (ii) may be closed with thc approval of 
th purchase d c e r  next higher to thc onc within whose powers of puc 
chase the case faus in consultation with Finance. 
(0. 0. No. 43 d a t ~ d  3-5-61 and 0.0. No. 78 dated 30-6-62). 
7. Forjeit~rre of security deposit iri the event o j  cancellatioa of contract 
The cntirc sccurity dcposit takcn for duc pcrformancc of contract can 

be forfeited in the event of brcach of contract by the contractor irrespective 
ol the act whether or not thc Govcmmcnt havc sustaincd any loss on ac- 
count of such breach. Fodciture of security deposit does not prejudice 
Govenuncnt's right to m a h  risk purchnsc and reopver damages on account 
of such risk purchase. In assessing the damages on account of such risk 
purchnsc, credit must, howcvcr, bc given for thc sccurity dcposit forfeited 
iis abovc. In other words : 

( i )  If the security deposit is available it should be forfeited and only 
the difference betwecn thc security deposit and the actual los, 
sustained on account of risk purchase recovered from the dc- 
faulter. In thc evcnt thc loss cxcecding the security dsposit, 
the cxwss can be rccovcred from thc contractor. Tho Gov- 
ernment cannot, howcvcr. rccover thc full loss and also in 
addition forfeit the sccurity deposit. 

( i i )  If no sccurity deposit is available thc actual loss sustaincd on 
account of risk purchase or the general damages should be rc- 
covered. 

(Parrr 50 of the* Contrmt Martlrol ) 
8.  Miscellmeorrs Provision. 
( a )  Extra freight and othcr incidental charges such as sales tax. cartage. 

packing charges. loading and unloading charges etc. which the purchaser 
may havc to pay to the contractor, as extra charges incidental to the pur- 
chase, arc recovernblc from the defaulting contractor. 

(Notc 1 under . . para 239 oP DGS&D Manual). 
8(b) .  In respect of devclopmctltal stores, with a view to create mow 

capacity and stipulate competition against futurc demands, educational 
orders may be placed on new firms provided they are found suitable in all 
respects and are willing to accept educational orders for small quantities. 
Such contracts can be cancel!ed without financial repercussion on either 
side if the firms arc unable to complete the orders within a period of 6 to 
8 months. These instructions, howevcr, do not apply to those firms who 
have already established production of devebmentd stores on the basis 
of which 80% of the requirements of the stores are straightaway placed on 
them against open tcndcrs. . . 

[Ofice Order No. 95 dated 27-8-66 and Memo No. C S I A / ~ ~ ( ~ ~ ) / Z  
dated 28-4-67]. 



8(c). Whenever a contract is can- and risk purchase arranged, the 
suppiy Section concerned shouM advise the PdtAO. by means of a letter 
the particulafs of the original A/T against which thc new contract has been 
placed and the difference in price recoverable from the defaulting contrnc- 
m. Slmitmiy while advising the P W .  bf the recover" to be made f h  
the defaulting contractor, the Supply Section should also inform him of the 
pticulars of the repurchase A/T in order to enable him to link the trans- 
,ctionS. , 

(Routine Note No. 27 dated 9-6-1960). 
8(d). Claim for risk purchase loss should not be normally enforced on 

(iovernment establishments for failure to deliver stores against contracts 
placed on thcm. !Serious caves of default should, howcvcr, be brought to 
the notice of the Head of the bepadplent or the State Government con- 
cerned. C&:s in which it is considered necessary to deviate from this 
nlle should be referred to the Jhptt. of Supply for approval. 

The above provisions will not apply in res t of contracts placed on 
(;avernment Undertakings as distinct from i? ovemmcnt Establishments. 
Gses of this type would have to be decided on merits. 

[Note 3 under para 233(1) of the DGS&D Manual]. 
8(e). The question of recovery of risk purchasc loss a@iinst trial/ 

educational orders etc. should be decided on the merits ol' each case taking 
into consideration the circumstiininccs under which the order was placed. 

8(f).  If on re-cxamination of a case in the light of a rcprcsentation of the 
firm against our decision, the intention is to reduce a portion of the Govern- 
~nmt's claim for risk purchase already imposed by the cgmpctent authority, 
the firm's representative should be sent for and asked orally to give a letter 
m writing that the firm would pay the said amount (i.e. the reduced mount)  
in full and final settlement of thc claim for Risk Purchase. The intention 
of taking such a declqation to avoid the contingency of the mattcr being 
referred to Arbitration etc. after we have communicated the decision to 
reduce the damages imposed. This is not to be disclosed to the firm and 
in case the firm refuse to give any such hclaration the original decision 
should stand. 

(Para 236 elf the Manual). 
9 .  Powers for curtc~llatiot~ and rcJitrsttrten~ettt of ctrnrvlletl contract.g 

and waiver of risk purclru.~e loss. 
( a )  All cases of refusal of requests for exterlsion in contract delivery 

date and cancellation of contracts should be decided in consultation with 
the next senior officer but not below the level of a Director of Supplies. 

(b) Cases of reinstatement of cancelled contracts should bc treated as 
'0ntrac.t~ placed on negotiated basis. 

P~wers or waiver of risk purchase loss indicated below :-- 
(i) Director General-Loss up to Rs. 1,000/-. 

(n) Dy, Director GeneraL-Loss up to Rs. loo/-. 
ewes where the loss incurred is more than Rs. 1,000/- would have to lw 
dkmed to the Deptt. of Supply. 

(Para 337 of the Manud). 



It is also nicessary to i s m  a formal s d m  in cases wbene the extra 
cxpcndture incurred m risk purchase is waived. 

sd.1- 
Dy. Dir. ( O h .  Suppli& I )  

Standard Distribution. 
(On File No. CDN-2/9/(1) 11/68. 

Recommendation r 

The Committee are unable to appreciate why the Directorate Generai 
of Su lies and Disposals entered into protracted correspondence with thc 
firm% r it had failed to supply the stores in time, considering that it is 
contrary to instructions in the Office Manual that no correspondence should 
be entered into when the contractor fails to supply the goods in time. Gov- 
ernment should rciterate these instructions so as to avoid recurrence of 
such cases. 

[S. No. 24 (Para 5.133) of Appendix VIII to thc 21St Report 
(Fourth Lok Sabha)]. 

Action taken 
Comprehensive instructions regarding Risk Purchase have been issued 

for the guidance of Purchase Officers in Office Order No. 11 daM 
25-1-1968 as further clarified by Office Order No. 58 dated 19-4-1968. 
(Copies enclosed). 'The latter covers the recommendation made by the 
Public Accounts Committee. 

Recommendation 
T'he Committee would like to be informed of the results of the disci- 

plinary aspect of the case which is stated to be under invstigation by thc 
Department of Supply. 

[S. No. 24(Para 5.134) of Appendix VIII to the 21 st Report 
(Fourth Lok Sabha)]. 

Action taken 
The disciplinary aspect of the case has been finalised. The Deputy 

Director and the Assistant Director of Supplies concerned have been warned 
to be more careful in future. Copies of warnings have not been kept on 
the C.R. dossiers of the officers concerned. 

Ministry of Works, Hosing and Supply, Department of Supply 
New Delhi, the 29th November, 1968. 
NO. PI-43 (1 4) /66. 

DIRECTORATE 

OFFICE ORDER NO. 

GOVERNMENT OF INDIA 

GENERAL OF SUPPLIES & DISPOSALS 
SECTION CDN-II 

NEW DELHI 
11 Dated 25-1-1968 

SUBJECT : Risk Purchase-Comprehensive Instructions reg. 
All current existing instructions on the above s u b ' j  have been c o ~ l i -  

dated upto date and are reproduced below for guidance d all concerned. 
1. According to clause 14(7) of the Oeaeral Condition's of 

as contained in Form No. DGS&D-68(Revised) if the contractor to 



d e t i ~ r  the atorts or q imtaimcnt thgfeof within the period fixed for such 
delivery or at any time. ~pudiates  the contract before the expiry of such 
period, tbe Government is %.titled to cancel the contract and to repurchase 
the stores not delivered at the risk and w t  of the defaulting contractor. 
In the event of such a risk purchasc, the dctaulting contrsictor shall be 
11abk for any loss which the Government may sustain on that account 
provided the purchasc, or if there is an agreement to purchase, such agree- 
IIICU~ is made, in case of default to deliver the s tom by ihe stipulated Deli- 
\cry Period. within six months from the date of such default and in the case 
of repudiation of the contract before the expiry of thc aforesaid delivery, 
within six months from the date of canccllation of the contract. 

2.  Resporrsihilify oj the purclursc* oflicers t o  arrange ri.4 purclwse willtirr 
the specified rime limit. 

It is the responsibility of the purchase officers to cnsurc that risk pur- 
chase is effected within the time limit as specified abovc. Any loss that 
may occur on account of the delay on the part of the purchase officer to 
,.tiect risk purchasc within the spxified time limit will rendcr him liable to 
tlisciplinary action as also for rccwery of the loss so sustained on account 
of his neglignccidcfault. Evcn though six months time is provided, every 
~ndcavour should be made to effect repurchase within the shortest possible 
tlmc without waiting for the completion of the six monthq period. This 
will save a lot of legal complications. 

[Also see partr 3 ( c )  1. 
NOTE :-Repurchase within six months as indicated in para 1 abovc 

I \  enforceable only in cases whcrc the default is on account of the contrac- 
tor's failure to adhcrc to the contract delivery period or repudiation of wn- 
tract before expiry of such period. In cascs, however, where the con- 
tract is cancelled tor reasons other than non-adherence of the contract 
tlclivery period or mpudiation of the contract, rcpurchasc should be 
clfwted immediatclj within a rcnsonablc time. 

(Para 239 of DCIWD Manual). 
3. Procedure to be followed by the purclrase officcrs in regurt/ to C"II:- 

cellafioiz of Contracts. 
The Eollowing procedurc should be followed bv thc Purchasc Officers 

in regard to cancdlation of contracts :- 
(a) Th purchase officer should keep a careful watch on the date of 

clclivery, keep himself fully informed as to what supplies have been made, 
what supplies are likely to be ma& by the date of delivery and what in 
Foneral are the prospects of the contractor performins, the contract. 

(b) Where delivery is specified in instalments, he should, wherever he 
1s satisfied that performance is not likely to be forthcoming, cancel ths 
instalments in default and call upon the contractor to execute thf: remaining 
PG? of .the contract. 

(c) In other cases (i.e. contracts stipulatin delivery in one lot) where f he consider it more expedient and is satisfied at performance is not likely 
'0 be forthcoming at all, he; should cancel the entire contract or the quantity 
"utstanding as rn the date of expiry of the delivery pt5riod. 

(dl Where it is intendid to cancel a contract, it should be done h- 
mediately the breach has occurred. In certain cases decision is not, how- 
ever, taken immediately on expiry of the delivery date or the extended 



dclivery date as thc case may be, whether the amtract sbould be c m m k l  
o r  kept alive. Sumctimes correspondence is exchanged with tho firm &r 
cxpiry of the delivery period thcreby keeping thc contract alive and by soch 
action time ceases to bc the essence of tbe contract. If time is to be muls 
qatn the cssencc of the contract, we are rquired by law to give a noticc 
to the contractor giving a reasonable tim: for performance and intimating 
him that time would he the essence of the contract. la such cases w k c  
the contrat has becn kept alive by th2 conduct of the parties, cancdl.tion 
could bc resorted to only after the expiry of the iiforedd notice period. 
J t  should bc noted that thc datc for Jclivcry fixed in such notice cannot 
bc taken 3s thc d ~ t c  of breiicll of the contract for counting the pcriod 01 
6 months tor the purchw of concluding thc rid, purchase contract unlcs, 
it is a c c ~ t c d  by the contractor cithcr by corrcspondtnce or by makinlt 
supplies. If the contractor docs not accept the date either by repudiatiq 
it by correspondence or otherwise, thc dntc ol' breach for the purpose (,j 
counting the six months period would bc the date on whjch the original 
dclivery period or the mutually agreed cxtcndcd delivery pcricxi. if any, 
has expired. 

(Routinc Notc No. 26 dated 4-4-67) 
(e) When $uppliers account their failure to supply the stores to non- 

availability of wilpns oa account of booking rcstr,ictims'. thc factual pj- 
tion should be ascertained from the Railway conccrnd and. the  minis^^ 
of Law consultcd bcforc resorting to cn~~cellntion at the risk and m t  of 
the contractor. 

Ministry of Law should be consultcd in all toss where there arc doubt6 
about our right to cancel the contract. 

(f) In cases where security deposit is called for by a specified datc. 
default in furnishing the salnc by the target date. is in itsdf a breach of 
the contract which entitles the Governnlcnt to cancel the contract at thc 
risk and cost of the contractor. 

(Para 49 of the Contract Manual). 

(a)  As soon as a contract is cancelled s t c p  should he taken to effect 
repurchase if the stores are still needed. 

(i) Slandhy 1eru1er:v : Thc buyer's right to effect tepurchaw at the risk 
and cost of thc sellcr arises only upon thc brcach of thc contract by the 
seller. Ncnce thc purchase officer should invite risk purchase tcnder oatly 
after the breach of thc contract has occurred. In exceptional circum- 
stances, however, where stores are most urgently required by the indentor\ 
and are not available from ready stock but have to bt: manufactured and 
some public ham1 would be caused by dclay in supplies, standby tendel5 
may be invited prior to the $ate of brcach with a view to ninimise the 
mconveniencc that may h.s caused to the Government by the dday in 
performance of the contract. Issue of such standby tenders should, how- 
ever, be restricted to cases of puichase of special class ar kind of stores 
which are not readily available in the market and whose prig is or 
less stable over compa#ively long periods of time . In other w d s  stand- 
by tenders which are opened not l o n s r  &an a month before tha datb of 
breach can be accepted. Qn the other hand, in case of stores wf36se price 
is liable to fluctuate from day to day, it will not be advisa% to mPt 
standby bnd~rst opened a long time &fore the date d breach. If at 41 



it is found necessary in the public interest to aaupt  a standby tender in 
such cases, such a tender should be the one opened only a few days bafore 
the date of breach. In my case it should be borne in mind that the can- 
&lation of the contract on thc kfsldting supplier should precede. the 
;rcceptaDce of the standby tendcr. 

Note :--Contracts placed against operational, critical and o t k r  im- 
portant Pefence requirements wherc storcs are to be mmufacturcd nccord- 
mg to Defence specification/drawing and some public harm would bc 
c.auseci by delays in sopplies, should bg considered as cases which would 
justify the invitation of standby tenders prior to the date of breach. 

(ii) In cases other than tho= mentioned above, if it is consided to 
place risk purchase contracts on the basis of standby tenders for special rea- 
sons, approval of the Deptt. of Supply should be obtained since placement 
of order on the basis of standby tcnder would pnsjudice to the right of thc 
Government to recover extra cxpnditure incurred in risk purchase. 

[(Plcase also see Note under para 4(b) Mow]. 
(0. 0. No. 1 12 dated 5- 10-67). 
4(b).  Risk plirclrase to  he on idruticwl t w n ~  us the origirrcrl contract 
Risk purchase contract should be on the samc terms (apart from the 

delivery ti=) as the original contract i.e, the goods should be of the samc 
qxcification and liable ,to inspection by the s m e  authority and the terms of 
payment, provision regarding liquidatcd damages, arbitration etc. should be 
the same. Where the original A/T provides for submission of a sample by 
the firm for testing prior to bulk supply, a similar condition should also be 
~ncorporated in the risk purchase contract. The intention io that the t e rm 
of the new contract should not be more onerous or molv: liberal than those 
or the original contract cxcept to thc cxtcnt of thc time of supply i.e. much 
\hortcr time for supply of the %t,ores would bi pcrmissiMe mdw the law, 
provided of course a reasonable time is given. If in exceptional circum- 
\lances it  is ncccssary to depart from this rule, alternati~c quotations should 
be invited, one according to the terms of the original contract and the 
qbthcr according to revised requirements, the damages claimable being cal- 
~ulated on thc basis of the legal advice obtained in each case. 

It may also be added that even if the first purchasc has been effected 
ny negotiation or as a result of limited tender enquiry, the risk purchase 
contract should as far as practicable, bc effected by advertisxl tcnder. This 
w e s  a lot of objections and is likely to help the Government in recwering 
the extra cost incurred. m e r e  is, however, no objection to effect repurchase 
by a limited tender enquiry since according to the conditions of ccptract the 
manner and method of such purchase will be in the entire discrctim 4 the 
Secretary. 'It should however be borne in mind that the enquiry should not 
exclude any known suppliers. 

Note :-Whenever risk purchase is effected eithx on the basis of the 
standby tenders or on the basis of negotiation, the Miniav of Law s h a d  

wsulted regarding Government's right to nxover the extra expe~&tute 
Incurred in risk purchase. If the extra expenditure incurred is not leg* 
rWoverable,*claim should be made for recovery of general damages. The 
rate established by the standby tenders may be taken as the market rate on 
the date d breach for the purpose of claiming the general damages provided 
the standby tenders arc opened on the clntc of breach. Care should, therefore, 



be taken in fixing the datc of opcning of standby tenders so tlw it synchro- 
nism with the likely date of breach in rcspect of the existing oontract. 

(Para 239 of DGS&D Manual and 0.0. No. 112 dated 5-10-67--fat 
detaijs regarding gncral damages see pma 6). 

4(c).  Necessity to invite the dcja~rltitzg firm to quote against the risk. 
purchase ctzqdry 

Whilc effecting risk purchasc, exclusion of the dqfaulting contracctor f r m  
uoting against the risk purchasc t~nder  enquiry can be justified only when 

%e breach consisted of h b  inability to supply goods of the contract description 
or when repurchase has1 to bc effected on spot dciiverv in view of thp urgency 
created consequent on default and it has been established that the defaulter 
cannot comply with this requircmcnt. The exclusion of the defaulting firm 
will not, however, be justified in case the original contract was cancelled on 
account of the his failure to deliver stores due to rejection in inspection on 
accounts of rectifiable defccts in the stores tendered. 

In all other cases, barring the cxccptions indicatcd above, the defaulting 
firm havc nccessarily to be kept in the picture whib effecting the risk pur- 
chase, Whcrc risk purchasc is to bc effected by advertised tender a copy of 
the tendcr notice should bc sent to the dcfaultcr informing him that the en- 
quiry relates to repurchase of stores against the contract which was cancelled 
at his ris'k an# expense. In case of repurchase by limited tender, a copy of 
the tender enquiry should be sent to him informing him of the position. Even 
in cases where repurchase is effected by local purchase by the indentor direct 
or by negotiations (which is rarely permissible in an extra ordinary situation) 
the defaulter should not be denid an opportunity to offer. Where the 
faulter's quotation happens to be the lowest acceptable, it should be accepted. 
Jn such a contingency in order to guard against a second default, the dcfault- 
ing firm should be called upon to furnish a securitv deposit equivalent to 
10% of the total contract value. (Para 239 and 0. 0. No. 112 of 1967). 

[Plcasc also see sub-para 4(d) bclow]. 
Note :-According to lcgal opinion the exclusion of the defaulting finn 

from a risk purchase enquiry on the ground of their being blacklisted would 
prejudice our rights to recover the extra expenditure incurred in repurchase. 
Such firnls should, therefore, be given an opportunity to quote againa risk 
purchase enquiries. In case the quotation r b i v e d  from such a fh is not 
the lowest, we would be able to placc the order on the lowest tenderer anrl 
recover the extra expenditure incurred. If, on the other hand, the quotation 
of the blacklisted finn happens to be thc lowest, the case will have to bc 
cxamined on merits and a decision taken in consultation with the Deptt. of 
Supply either to ignore or accept the offer. 

fD.0. No. CSIW 15 ( 1 ) / I /6 l  dated 23-9-64). 
4(d). Security deposit to be taketi from the defaulting firm in the event 

crf placemetit of risk purchase order'. 
According to clause 7 of the General Conditions of contract security 

deposit for due performance of ccmtract can be called for prior to the r)clcePt: 
nnce of tender or after the acceptance. In case of risk purchase enq- ~f 
the quotation of the defaulting firm happens to the lowest acm#able, theY 
s M d  be asked to furnish the security deposit equal to 10% of the 
contract value within a target date with a clear waming that 'their offer 
be ignored if the security amount is not furnished by the specified date. In 



the event of failure of th firm to fuq6sh the security deposit by the s 
date, their offer may be i g m d  and placement of the contract on FBed e next 
best offer considcrd. While fixing the target date as indicated above, cprc 
\hid be taken to see that thc other offers will bc valid for w e  tan= up to 
a period beyond the target dntc so that placerncnt of order on ot k' er tenderers 
m y  be considered in the event of failure of thc defaulting firm to furnish 
the Security &posit. It +hould, thus, be ensured that therc is adequatc 
~nargin betwcn the target date set for furnishing the security deposit and the 
date of cxpirb of the validity of other tenders. 

(Oflice Ordcr No. 75 datcti 12-7-67). 
It may tx 11otc.d that thc d~lcpilt i~n of powers for waiver of security dt- 

ps i t  to bc ohtait~cd from unrcgi+tcrcd firms for due performance of contracts 
.is contained in para l(6) of thc Deptt. of Supply letter No. 6(4)/66-PI 
J ~ k d  22-1 1-67 ;L$ circulated undcr 0.0. No. 132 dated 1967 will not be 
.tpplicable in resp-ct. of c a m  whcro security deposit has' to be obtained from 
Lict'aulting contractors. In sucli cases the purcliase officers havc no discretion 
1,) waivc the security deposit or to rcducc its quantum. Any relaxation in 
time provision4 would attract tlic sanction of tlic Deptt. of Supply. 

It should a h  bc noted that security deposit it1 thc :~bovc t y p  of cases 
chould bc called for even from rcgistcrgd suppliers. 

(0 .0 .  No. 87 dated 18-9-65 ) . 
4(e). In a riqk purchase casc lower tcndcrs should not be ignored Eor any 

rzctifiable error, of form such as non-submission of samples. This does not, 
Ilowever, mcan that order should be placed on such firms even if they have 
i ~ o t  rectified the error inspite of giving an opportunity to do so by a target 
tlatc. 

(0 .0 .  N0.80 dated 20-7-67 1. 
4(f). The ri+k purchase cnyuiry must cs!cntially be confined to  thc 

quantity in dcfault of the individual contractor and there should not be any 
!wlking or dcrnands. 
(0. 0. No. 1 16 dated 9-12-6 1 ). 
5 .  Recorvry of extra ex/~cwtlitlrrc~ inclrrrecl it! risk plrrcltuw. 
(a) Ewn though according to lcgal requirements, the recovery of risk 

purchase losj could be effected only a f tx  niaterialisatim of supplies against 
the risk purchiw contract, a dcmand noticc should be served on the default- 
ing firm as soon us the risk purchase agreement is zntercd into asking them 
t a j  deposit thc extra expenditure involved. The standard letter circulated 
itlong with Ot'ficc Order No. 67 dated 16-6-66 may kc used for serving the 
\aid notice. SiniuItaneousl~y action should also be taken to whithhold pay- 
~ l m t ( s ) ,  if any, due to the contractor against other contracts. In cases 
\here we arc ablc to withhold payment and the defaulting contractor challc- 
mges  the recovery, we may leave it to him to refer the matter to arbitration 
or to initiate lqa l  rweedings. In cases where we are unable to recover thc 
?mounts duc by ,y&ho1ding ppyments or otherwise, arbitrationllegd proceed- 
InP should be initiated inspitc of the fact whether supplies against the risk 
t>urchase contract have materialised or not. Since the arbitration/legal pro- 
"dngs arc protracted, it may be that in most of the cases by the time. we 
Ilave to produce evidence, supplies against the risk purchase c-act mght 
materialise and would be able to comply with the l e d  requirements. In 

where the risk purchase contra@ is not completed, we h v e  to 



mdavour to produce cvideace in regard to tho mark# value of the starts on 
the date of brcach and claim the general damages. 

(Sub-para (f)  of para 48-A of thc Contract Manual). 
5(b). Rrcnwry of rivk prcrclraw loss i ~ r  c uws where there irr rrwre that1 

one (kijudt 
Cases arc not uncommon ~ h c r e  the second contracto~ (1.e. thc one on 

whom thc rick purchax contract is placcd) .ilso fails to supply Ah store; 
and whcrc risk purchasc  hi^\ to be m a n e d  on his account. To givt an 
illustration, suppose wc haw cntered into a contract with a contractor 'A' 
for supply of ccrtain storcs. 'A' fails to dclivcr the stores and thr: cmtract 
i s  canccllcd and risk purchase itgrccmcnt ~nidc  with the anothcr contracto~ 
'B' at a higher price. 'B' also fails and n fresh risk purchasc agreement i q  
made with a third contractor 'C still at highcr rate. 'C' Supplics the storcs, 
The quc5tion ic; a5 to what should be thc q u  mtum of damages to be recovered 
from 'A' and 'R' n:spcctively. If the s tow involved are of an ordinary 
commercial 11iiture i,e. storcs which arc readily ;wailable in tke market, we cam 
Ic ally rccovcr from the contractor 'A' the difference between the rate rl f w ich the original contract wils placed on him and the markct r2te on thc 
date on which he committed the breach. So far as 'B' is concerned thr 
actual cxtrn cxpnditurc incurred ( i x ,  thc diffcrencc between the rates of the 
contracts plnccd on 'B' and 'C' in risk pu:chcl-c can be recovcrrd. On thc 
other hand, if thc storcs to be purchased arc not of an ordinary commercial 
nature (i.e. htorcs to be fabricated according to our specification etc. and 
which have no ready markct), w_e are lc+lly cntitled ;I> rccovcr fmn 'A' 
tho ditlcrcncc betwecn thc contract price] on him and that of 'B' md from 'B  
thc diffcrcncc bctween the contract pricc on 'B' and that of 'C. 

[Para 48-A ( p) of thc C'ontract Manual]. 
(c ) Mainrencince oj  a Register ro watclz r~.cwveries and ro ~llsure p h c -  

merrt of risk purchase mntract ~isitlrirr the time ! h i 1  

In order to maintain a careful watch to ensure that risk purchase j. 
effccted within thc time limit prcscribcd atid th.: lecovery of extra cxpendilurt 
on repurchasc is not lost sight of, a registcr i n  the probrma ptcscribed it? 
Office Order No. 71 dated 7-6-63 should bc tilaintainsd by ali tlr Supplv 
Sections. As soon as a contract is canccllcd at the risk iind cost of a con- 
tractor the particulars regarding the contrzct qhould be entcred into in the 
appropriate columns of the registcr. Tllc register should be. reviewed O ~ C L  
a week by thc Scction Ofkcr/Assirtant Dircctor concerned and should bepllt 
up to the Purchase Officer \vithin whose powers the case falls including D.G. 
to kecp him posted with thc position of tlv cdsc with a view to ensure thht 
risk purchasc is made within the minimun~ tin~c possibk but not later thm 
the period of 6 months provided in the conditiond of Contract. If t h ~ c  
is no entry to be watched the register should be reviewed by the Seetiof) 
Officer/Assistant Director oncc a month. 

As soon as the risk purcllasc agreement is placed, the particulars of 
this contract should be entered in the appropriate columns of tb3 regiqr 
and a careful watch kept till the amount due from the defaulting firm 1% 
recovered. 

The 0 & M Section should examine th:: risk purJlase rcgisterrj main- 
tained by the Sections at headquarters (Assistant Director (Admtt.) in case 
of Regional Offices) at regular intervals with a view to see that they 
maintained propea9 and certify on the register after such extm.inahon 



tBat it is maintain@ in wcord~cc with the existing instructims. They 
should bring to the notice of the Director of Supplies coCloarned in 
writing, th= defwts. if any. dctcctcd hy thcnt during the coui%e of their 

.examination. 
fOfticc Order No. 71. datcd 7-6k.7 ) .  

If*rccovery of ostra cxpc~~diture incurred in risk purchosc or the rc- 
covery of general damals,., cannot bc clfcctcd within thrce months through 
m a 1  action such ;LS dcnli111d from firii~s. rctrench~nrnr fm pending 
biUs, ctc. thc casc should bc bnwght to the notice of thc Director of Sup- 
plim who should consider institution of Icgal/arhitrntion prwedings. 

(Oflice Ordcr No. 34. datcd 25-3-63 1 .  

(a )  As cxplaincd in the preceding para\. under thc .onditions of con- 
tract wc arc cntitlcd to rccnwr from the defaulting contractor the cxtw 
expeaditurc incurred in the cvcnt of canccllation of n contract and conse- 
ywnt risk purchasc. However. where no repurchasc is made or wherc 
repurchase is made deviating from the norms set out :\hove we are entitled 
to recover by way of conipcnsation only. tlic sum by which the contract 
price falls short of the pricc fvr which th: purchaser might have obtained 
g d s  of thc like quality at thc time whcn tlicy ought to hwc bccn delimred. 
In other words the amount recovcrablc in  such c a w  I <  the difference 
bctwcen contract ratc and thc market ratc on thc date of hrcach and this is 
what is called gcxral damagcs in  legal parlanc6. 

In order to ascertain the markct ratc i t  may not bc nccmsary to issuc 
;I f~csh enquiry. If ths purchases of the ?umc storcs ( in  caws where s t o r e c  
are marketable) or stores which arc bcst and ncarest subclitute of thc 
stores originallv contracted for (whcrc store+ ilrc not nlnrkctahle) has bccn 
made during the pcriod just beforc or iust after the date of breach, the 
rate cstabliskd in such purchases should be taken ;is the market pricc. 
Even in caws where no such purchases arc made. thc markct rate may bc 
calculated on the basis of the lowest quotation rcccivcd from berm w e  seller\ 
during that period. If the rnrirket ratc cannot be ascertained by adopting 
the methods specified above, enquirics may bc made from Imnu fide seller\ 
as to whether they have made any transaction during the period and the 
pice at which thzy sold the store. The price intimated by the sellern in 
such casw may be taken as an evidcncc of markct rate. In cases where 11 
i s  considered necessary to invite fresh tendcrs to ascertain the market ratc 
no indication s W d  be given in the tender cnquiry that the contract is not 
likely to materialisi. Such a stipulation will preiudice our right for re- 
covery of general damages if it could be proved that the ratcs thrown up 
a a result of thc tender enquiry containing these remarks were fictious and 
unrealistic. 

(.Office Order No. 43, dated 3-5-61 ; and Office Order No. 142, dated 
8-1 1-58). 

8(c) b e s  rhre repurchase is mu& for diqerent qtuliry of  store,^ : 
where mpurchasc is made for different quality of storcs Gwernment 

cannot recover from the defaulting firm thc actual extra expenditure incurred 



in such purchaw. Only general damaps can be rcow~srcd in such cawd. 
If the market price on the date of breach cannot be ascertained in such 
caws, they may bc closed with thc approval of (i) the Director Gensral/ 
Addl. D.G. if the valuc of the contract is up to Rs. 10,000/- and (ii) with3 
the approval of ttrc Deptt. of Supply and Finance if the contract value is 
more than Rs. lo.O00/-. 

In cases W I I C ~ L '  no repurchase is made after cancellation of the contract 
either due to withclriiwal or reduction in demand by the Indentor, Government 
can recover only tiic general damages. Sucl~ casgs will fall under the fnlliw- 
ing two categoricc :- 

(i) GsL', \+here the contractor has committed breach of contract 
wii fully and documc titiiry evidence to prove such wilful negli- 
gcncc o n  his part i s  availablc. and 

(i i)  Cascs where the contractor cmmt  bc held responsible for the 
brcach 2nd non-suppiy o! storcs was due to reasons beyond his 
control . 

With a view to dxidc whether the corltract falls in any of the two cate- 
gories rnentioncd above, the purchase ofIiccr should examine the case 
thoroughly in consultation with the Ministry of Law. As a result of such 
examination if it is revealed that there is wilful negligence on the part of the 
contractor, gcncral damages should be claimed from him. Where security 
deposit is availablc it should be forfeited and set off against the general 
damages to be recovered. If the general damages to be recovged is inorc 
than the securitv available, action should be taken to recover the balance 
(i.e. the diffcrcncc between the amount of general damages and the security 
deposit) amount. 

In cases whcrc no rcpurchasc IS made due to the withdrawal of the 
demand by the indctitor, the general damages recovered should be credited to 
D G W s f  account. However, where loss is reported by the indentor, the 
gcneral damages should be credited into thz indentor's account to the extent 
of the amount of loss. 

If it is not possible to establish the claim for general damages the cases 
of the type at ( i )  above may be closed with the approval of (a) the Director 
Gcneral/Addl. D.G, if the value of the contract is up to Rs. 10,000 and (b) the 
Deptt. of Supply and Finance if the value exceeds Rs. 10,000 suggesting 
administrative action against the contractor, wherever necessaxy. The cases 
falling under ciitcgory (ii) may be closed with the approval of the purcha* 
Officer next higher to the one within whose powers of purchase the case falls 
in consultation with Finance. 

(0.0. No. 43, date'd 3-5-61; and 0.0. No. 78, dated 30-6-62). 
7. Forfeitirrt- oi security depos;f in the event of cancelldion of conhclct : 
The entirc security deposit taken for due perfomance of contract cbn be 

forfeited in the cwnt of breach of contract by the contractor irrcspeztive of 
the fact whether or not the Government have sustained any loss on account 
such breach. Foreiture of security deposit does not prejudice CWem?ts 
right to. make risk purchase and recover damages on account of such @C 
purchase. In assessing the damage$ on account of such risk putchas6, ~rebt 



must, however, be given for tlic security deposit forfeited ;is above. In other 
d s  : 

(i) If the -urity deposit is available it should be forfeited and only 
the difference between the sccurity deposit and the achlal loss' 
sustained on account of risk purchase recovered from the 
defaulter. In the cvcnt loss exceeding thc security deposit, 
the excess can be recovered from the contractor. The Gov- 
ernment cannot, however, lccwcr the full loss and also in 
addition forfeit the security dcposit. 

(ii) If no security deposit is available the actual loss sustained 
on account of risk purchase or the general damages should be 
recovered. 
(Para 50 of the Contract Manual). 

8. Miscellaneous Provision : 
(a) E ~ t r a  freight and other incidenta! chargs such as si~its tax, cartage, 

packing charges, loading and unloading charges etc. which the purchaser 
may have to pay to the contractor as cxtra charges incidental to the pur- 
chase, are recoverable from the defaulting contractor. 

[Note (1) under para 239 of DGS&D Manual]. 
8. (b) In respect of developmental stores, with a vicw to create morc 

capacity and stipulate competition against future demands, educational 
orders may be placed on new firms, prwided they are found suitable in dl 
respects md  are willing to accept educational orders for small quantities. 
Such contracts can be cancelled without financial repercussion on either 
4de if the firms are unable to complete the orders within a period of 6 to 
8 months. These instructions, however, do not apply to those firms who 
have already established production of developmental stores on th.: bash of 
which 80% of the requirements of the stores are straightaway placed on 
them against open tenders. 

[Oilice Order No. 95, dated 27-8-66; and Memo. No. CSIA/49(95)/1, 
dated 28-4-67], 

8. (c) Whenever a contract is cancelled and risk purchase arranged, the 
Supply Section concerned should advice the P&AO. by means of a letter 
the particulafs of the original A/T against which the new contract has 
been placed and the difference in pria: recoverable from the defaulting 
contractor. Similarly while advising thc P&AO. of the recovery to be made 
from the defaulting contractor, the Supply Section1 should also inform him 
of the particulars of the repurchase A/T in order to enable him to link the 
transactions. 

(Routine Note No. 27, dated 8-6-1960). 
8. (d) Claim for risk purchase loss should not be nonnally enforced on 

G~enunen t  Estc~blishrnents for failure to deliver stores against contracts 
placed on them. Serious cases of default should, however, be brought to 
the notice of the Head of the Bpartment or the State Gwment con- 
w e d .  Cases in which it is considered necessary to deviate from this 
rule should be r e f e d  to the Deptt. of Supply for approval. 



The abovc provisions will not apply in respect of conhcts plread on 
Government Undertakings as distinct from Government EstrrMishmenEs. 
C i ~ w  of this typc would have t o  bc decided on merits 

[Nc& 3 uadcr para 233(1) of theeDGS&D Manual]. 
8. (e) The qucstion of recovcry of risk chase loss against trial/ 

educational orders etc. should bc decided on tr e merits of each case taking 
into consideration the circumstanccs ul~der which the order w p  w. 

8. ( f )  If on rc-cxamination of a case in the light of a repmaentation of 
the fm against our dccision, the intention is to reduce a portion ot the 
Cmcnunent's claim for risk purchase already imposed by the competent 
authority, thc firm'\ representative should k sent for and asked orally to 
give a letter in writing that thc firni would pay the side mount  ( i e ,  the 
rcduced amount) in full and final settlement of the claim for Risk Pur- 
chaqc. The intcntion of taking such a declaratipn is to avoid the contin- 
rcncy of thc matter being refcrrcd to Arbitration etc. aftcr wc have com- 
inuuicated the dccision to rcduce the damaps imposed. This is not to brt 
ciisclosed to the fum and in case the firm refuse to give any such dedara- 
tion the original decision should stand. 

(Para 236 of thc Manual). 
9.  Powers jor concellutioti currl rcir~stntivwnt of cartcelled contracts arid 

waiver of  risk purchase loss. 
(a) All cases of refusal of rcquesrs for extension in contract delivery 

date and concellation of contracts should* be decided in consultation with 
tho next senior officer but not bclow thc level of a Director of Supplies. 

(b) Caws of reinstatement of cancelled contracts should be treated as 
contracts placed on negotiated basis. 

(c) Powrs for waiver of risk pm-chase loss indicated below :- 
( i )  Director General-Loss up to Rs. 1,000/- 

(ii) Dy. Director General-Loss up to Rs. 100/- 
Cases wherc thc loss incurred is nlorc than Rs. 1,000/- would have to be 
referred to the Deptt. of Supply. 

(Para 337 of thc Manual). 
It is also neussary to issuc a formal sanction in cases where the cxtrn 

cxpendi'ture incurred in risk purchase in waived. 
Dy. Director (CDN. Supplies I )  

DLRJXTORATE GENERAL OF SUPPLIES & DISPOSALS 
SECTION CDN-2 

NEW DELHI 
OFFICE ORDER NO. 58 Dated 19-4-1968. 
SUBJECT ; - - C ~ i t ~ ~ e l l u t i o ~  of c~~itrnc&-Necessify for avoiding correspon- 

denw with the suppliers after expiry of the contract delivery 
period. 

REFERENCE : Oficc Order No. 11 dated 25-1-1968 
The procdurc to be followed 'by the Purchase Officers in- reg& 

cancellation of contracts is outlined in para 3 of the OIBce Order Na 11 
dated 25-1-1968 referred to above. It has been prwided therein 
where it is intended to cancel a contract, it should be done i a m u k f e l Y  



tbt breech ha occurred. The brePfiP, in case of a contract for supply of 
ston occurs in tbe event d failure to deliver the stores by tho date of 
&very stipulated in the contract or in the cvent of mpudiatim of the 
uptract eartier. Entering into comspondence with the h s  after the 
breach, has the effect of keeping the amtract alive. This will crate com- 
ptications as immediate cancellation of the contract will not be possiblo in 
that case, as indicated in para 3(d) of Office Order No. 11 Qtcd 
25-1-1968. The purchase sections should not, therefore, entcr into cor- 
r~pondchcc with the firms after the breach of the contract unless it is 
intended to kecp the contract alive. 

2. Instructiqns already exist to the effect that inspectors should not 
~nspect &om tendered after the cxpiry of the contrilct delivcry period un- 
lw delivery period has been cxtcnded by the Purchase Ofiiccrs. Tho ins- 
pectors should also not enter into correspondcncc with thc firms after tho 
c x p j l  of thc delivery datcs stipulated in the contracts. 

All conccmcd are requcstcd to note the nhvc  instructions. 
Sd./- 

Deputy Director (CS-I) 
Recommendation 

"The Cotnrnittec arc unhappy to note that Government had to incur a 
loss of Rs. 40,200/- in this casc on account of demurragc chargcs duc t o  
:apses and &lays in the oflicc of thc Director Gcneral, Supplies and Dispo- 
d s .  Sincc consignments by ships arc rcccivcd frequently by thc Directorate 
General, Supplies and Disposalc thc Committee suggest that various lapses 
that occurred in this casc may bo analysed carefully to remove any lacuna 
In the proccdurc. The instructions issued in this connection may be brought 
to the notice of all the officers so that such cases do not recur". 

SI. No. 25 (Para 5.143) of Appendix VIII to the 21st Report (Fourth 
I a k  Sabha ) . 

Action taken 
An analysis of the lapscs in tho case rcvcalcd that delay in w e n t  of 

freight charges of the Clearning Agents and consequent payment of dmur-  
rage chargcs occured mostly because of the lack of clcar instructions in thc 
contract regarding payment ol' Occan freight. Bascd on thc cxpcricncc of 
thi\ case, procedural lacuna wac rcn~oved by issuing instructions as containcd 
in JXS&D Officc Order No. I dated 14-1 -1965 (Anncxurc I )  which pro- 
-4ded that n clear stipulation with regard to thc payment of occan freight in 
-upees in India by the P&AO should bc made in FAS contracts. Thesc 
:nstructions were reiterated in DGS&D Officc Order No. 23 dated 15-3-67 
iAnnexurc 11) urging upon thc Purchase Officers to incorporate specifically 
a clause in  contracts regarding payment of ocean freight. 

regard to the supply of stores ex-U.S.A. on F.O.B. basis, dctailed 
b ~ c t i o n s  have been issued in DGS&D Office Order No. 36 dated 28-4-67 
(Annexwe 111) on the basis of instructions issued by the Ministry of Trans- 
port and Shipping. This Office Order inter-alia incorporntw necessary 
 str ructions regarding payments of ocean freight. Further, with a view to 
"Void delay in clearance of storcs by Port Shipping OfEcers and payment $ 
conWuential demurrage charges, further instructions have been issued in 
mS&D ORcc Order No. 50, datcd 7-6-67 (Annexure IV) . 

Wit11 the issue of thesc detailed instructions. it is cxpccted that CUCS of 
'"he tYP referred to in this Audit Para will not recur. 



"The Committee may also bo iaformcd of the action taken a@nd the 
officers found responsible for these lapses." 

S No. 25 (Para 5.144) of Appendix VIII to tbt 21st Report (F& 
Lok Sabha). 

Action taken 
#I 

In thc casc of officials of DGS&D, warnings have been icsued to four 
officials and in the case of three of them copies of warning. have been 
plncerl i n  their CR also. As regard the oficials of the Chief Pay and 
Accounts Omccr the matter has been refcrrd to the C. & A.G. for such 
action as may be considered appropriate. 

[Ministry of Works, Housing & Supply (Department of Supply)] 
NEW DELHI : 
6th December 1968 
NO. 43 (9) /66-PI. 

ANNEXURE I 
DIRECTORATE GENERAL OF SUPPLIES B DISPOSALS 

(COORDINATION SUPPLIES SECT~ON IB) 
NEW DELHI 

OFFICE ORDER NO. 1 Dated 14-1-1965. 
SUBJECT :---Contracts placed on FOBIFAS hasis stipulatimi of a clause 

regarditla payr?lerit of ocean jreight. 
No provision regarding paymeatt of Ocean freight is at present made in 

wntracts for supply of imported stores concluded on FOB/FAS basis'. In 
the absence of any such provisions the paying authorities at the ports of 
clearance are experiencing difficulties in making payment and raising neces- 
sary debits subsequently against the Accounts Officers of the indentors, 
With a view to overcome these ditficulties it has been decided that the follow- 
ing clause should be stipulated in all contracts to be concluded on FOB/ 
FAS basis in future :- 

'In case payment of Ocean freight is to be made in rupees in India 
the same will be paid by the P&AO., Department of Supply. . . . . . . . . . 
(Here mention the Port of clearance viz. Bombay, Calcutta or Madras 
as the case may be) on receipt of the bills of the Steamer Agents 
through the Assistant Director (Shipping) Dte. of Supplies & Dispos* . . . . . . . . (Bombay, Calcutta or Madras as the case may be) and raise 
necessary debits against the indentor's Accounts OEcer as shown in 
clause. . . . . . . . . . of the schedule to A/T.' 

2. In such cases a copy of the A/T should be sent to the P&AO a- 
cerned duly authenticated. $ 

M/- 
Deputy Director (CS-fl) 



ANNEXVRE II 
DlIUXIDRATE GENERAL OF SUPPLIES Bt ~~ 

NEW DELHX 
CSIB 

OFFICE ORDER NO. 23. Dated 15-3-67. 
Sue J Ecr : * d m m c t s  p k d  on FOB/FAS barisStip~lotion of provision 

relating to payment of Ocean freight. 
Instructions already exist in 0.0. No. 1 dated 14-1-65 to the &act that 

the fdlowing clause regarding payment of ocean freight should be stipdatd 
in all contracts to bc placed on FOB/FAS basis :- 

'In case payment of Ocean freight is to bo made in rupees in India 
the same will bc paid by the P&AO., of Supply.. . . . . . . 
(Here mcntion the port of clearance Calcutta or Madras 
as the case may be) on receipt of the Agents through 
the Assistant Director (Shipping) Dte. of Supplies & Disposals. . . . . . . . 
(Bombay, Calcutta or  Madras as the case may be) and raiser necessary 
debits against the indentor's Accounts OBEcers as shown in clause. . . . . . 
of the schedule to AfP.  
It has been reported by DS&D (shipping branch) Madras that tbo pro- 

vkion for payment of ocean freight by Pay & Accounts Officer, Madras in 
respect of cargoes to be cleared b him is not made in a number of wn- 
tracts on FOBPAS basis placed g y Supply mans at Headquarters and 
Regional Oftices. All Suppl Sections are therefore again requested to 

contracts. 
d' cnsure that the clause as in icated above is incorporated in all such 

M/- 
Deputy Director (CS-N) 

Standard Distribution --- - .- 
On File No. CSIB/II ( 14-j-m; 

Copy to thc Assistant Director (Shipping), Dte. of Supplies & Disposals, 
M;ldra+-This has reference to his discussion on the subject with Mrector 
M M  and CDN. 

ANNEXURE III 
DIRECTORATE GENERAL OF SUPPLIES & DISPOSALS 

(COORDINATION SUPPLIES SECTION IB) 
NEW DELHI-1 

T)FFK'E ORDER NO. 36 Dated 28-4-67 
Sut3.1 t:r.r :--Shipping arrangements Jur import of Government Cargoe$ from 

U.S.A . 
In ~uperscGion of aU the existing instructions, the followin8 procedure 

laid down in regard to shipping arrangements, payment of freight charges 
LZ1LSS j69-1 



Uc. in redpxt nf sturcs to hc i m p o d  from U S A .  against cantracts plsccri 
by an F.O.B.,T.A.S, basis : 

(a )  T h c  India Supply M b h .  Washington will k rhown as the 
Shipper in respect of all $hipn#rb from U.S.A. arranged by thc 
Shi ng Coordination Commitfce in the Ministry of Trampon SR & rppiag. Copies of all such contracts lurd amedamtt 
thcrcto should. thercforc. hc cndorwd both to thc Shi ping Co- 
ordinarion Cammittcc. Ministry d Trampon (i S h i k  and 
to the India Supply Mission, Waqhinw. 

(b) Payrn~nt of frcight in rcqxw of non-Indian \twAs will lw 
arr;url5Cd by thc Chief Accounts Ofljlcer, lndia Supply Mission. 
Washingtcm, The freight bills for such payment. from thc 
Shipping Linn will he reccivd by M,'s. Dvwn Sh iyng  CMn- 
pay,  New Yotk (Govcmment of India's Freight onvadm) 
who will pas them on to the Shipping Liaimn Omcer, Ncw 
Yotk for certification and transmission to the mief Account\ 
Officcr to thc lndia Supply Mksion. Washington. 

(c)  Paymcnt of frcight to owners of t n d h  Vcswlc will be arranged 
by thc Pay & Accountc Ofliccr, 1)epartment of Supply, -hay 
In such cases also the freight bills will be reccivcd by t h c  
Freight Forwarders and will bc forwarded for certification to 
the Shipping Liaison Officcr who will send the hills to thC 
P&AO., Bombay. 

2. sfmimcn clnusch lo he incorporated hereafter in tcndcr enquiries and 
coutracts in caw of FOB, FAS contract.. for import of stores from U.S.A 
arc given in Anncxurc to this order. 

3. Thr particulnrr rcp;lrdinp the followinp should intnriitbly be incor - 
prated in contracts for purpose.; of shipment. 

(i ) Marim insur,~ncc instruction\. Ordinarily Government good. 
ilrc not inwrcd il+ il matter of policy. Howcver, where thr 
indcntor dcsiws inwriincc of the cargoes as a spccial case, hi 
~houlcl obti~in an opcn/gcncral policy with the Life Insumnc~~ 
Corporation of lndin and indicate the prticulan of the polici. 
nature of covcrngc rquired, in the Indent for incorporation in  
thc Contract. in thc 3bhc11c~. of such particul~rs, no Insuraw; 
would bc armnpcd. 

( i i )  l)+.\igntion and addre+\ of tlic lntcrnicdiatc or the Poi! 
Consignee. 

(iii) Thc nianncr in which i t  is dcciircct that the ocean bills of ladin.: 
should tw tlruwn f Instructions regarding Clearing Asents). 

(iv) Mode of financing (Loan Number ctc.) and flag requircmcnt-. 
if m y .  

4. The shipping clauses ;~pplicablc to FOB/FAS and FOR/CTF Cog- 
tr;tcts in vogue at present are tl~ose containcd in Office Order No. 156 datcJ 
18-12-66 and 0.0. No. 101. dated 9-9-66 as amended by Office Orcter- 
No. 27, dated 3-4-67. In  view of the instructions contained in Paras 1 to 
3 above, thc pcnultirnatc sentence in the shippine clause *for FOBFAAS 
contracts as contained in 0.0. No. 156. dated 18-12-66 ( v k  In care id 
shipments. . . . . . ship~inc instructions) mav be deleted. So far as purcha3e. 
from US. arc concerned the clauses specifid in the Annexurc to this d . - ' r  



5. The shipping cltpsc for CIF/FOR corrllracb prescribed in Office' 
Onkr No. 101, dated 9-9-66 as amend4 by 0.0. No. 27, dated 3-4-1p7 
remain unaltered. 

Copy to the Department of Sup ty with rclcrcnce to thcir OM No. F.11- 
h(21)/64. dated 13-1-1966 md 0 ,  No. , 2830/011,67, dated 
20467  with 4 s arc copies, along with four coprcs w h  of ofice ordcr P %a. 101. and 1- 6, dated 9-9-66, and 18-12-66 rcspcctlvcly. 

2. Import & Shipping Sc'ction with a copy of Ministry of Tn1nspot-t OM 
Xi). 2 S.C. 11( 1 )  65. dated 17-12-1965, 

3. hlini.;trq of Trnn\prt S: Shipping with rcfcrcncc 10 their U.O. NO. 
2-S(11) ( 1 )  '67. J:itcd 12-1-67, 

1. Shippitrp : Shipping arriragcnmts will hc midc by thc Sccrutary, 
\hip ing Coordination Committee, Ministry of Transport & Shipping (Tclo- R gap ic addrcss Tramchart. Now h l h i )  or his nomince through their for- 
nuding agents M/s. Dyson Shipping Co.. Inc., 17 Battery Place, Ncw York, 
( NY 100049 Phone HA 2-52O) who will arrange thc sliipping space rc- 
quircd and handlc rhc di$tribution of documents. India Supply Mission. 
\ii~sM@m will hc \ h o w  P\ tlic bhipper in all caws and indicntcd as such 
Iri all Hills of Lading. Export licences from the American authorities 
ahcrever r q u i r d  will be obtain4 by the India Supply Mission, Washington. 
If India Supply Mission bulk licence cannot be utilised i.e. in canes whcrc 
ul[iniate consignsc is a Public undertaking US. Export licencc will he 
. ~ b t h x I  by India Sulyply Mission. 

2 .  I'trckit~g : Unlcss otlicrwisc specified in the contract,, all items ordcrcd 
.hould bc proccwd and packed suitably for cxport to Jndm. 

3. Pat- hit^^ I . i r t s  : 'I%c contractor shall inscrt in cacti case a packing 
11-1.  fully itcmiscd to show the c;w number, contents, gross and net weight 
.ml cubic nicilsurcmcnt. 'I'cn copies of cach packing list shall bc supplicd 
: i t  tlic Frcight furwiirdcrs M/s.  Dyson Shipping Co.. New York as provided 
113 c1:iusc 6 hclow. 

4. Markit la  : h c h  case shall have shipping marks (marking to be indi- 
..itcd) stencilled on two opposite sides and on the top. In addition, thc 
~ r o s  weight, not weight and cubic measurenients should also bc indicated 
iln the pnckap.  The niarks $hall als:, bc shown on invoiccs, packin lists 

.'rattly as they appear on th cases, 
f mi on Railroad bill of ladinp. Expres rcccipts or Mailing ccrti cates 

5. Invoices : Unless othcrwiie specified 15 copies of the invoices shall 
I't' prepared ofl thc contractar's test 2nd inspection and conforms in every 
'.'qpct to thc contract specifications and is packed in accordance with the 
contract packing requirements. 



(i) The material covered b the invoice has passed the cmtracWs 
t a t  mi inapctbn mK 001lforms in every mpt to &e am- 
tract specifications and is packed in accordance with the amtract 
packing requirements. 

(ii) The invoice is correct in every particular and no other in& 
(except profonna invoices) has bcen rendered prenously ia ms- 
pect to the articles now charged hereon. The original 
of the invoice should be signed in ink by the contra or % 
authorised agent. Copies 1 to 14 of the invoices shdl bc &is- 
tributcd as provided in clause 6 below md thc 15th copy re- 
tained by thc contractor for his use. 

6.  Distributim of Docimrents. The contractor shall send 10 @pies each of 
king list and invoices to the freight forwarders, when the material is ready 

Kdcsptch .  On these copies of the invoices should be indicated clearly 
'Material held by us awaiting shipping instnrticms.' Tho rcm 
of the invoices and 4 additional copies of the Packing lists s4 be capis stnt 
to the Chief Accounts Officer. I.S.M., Washington as is as the storm arc 
dqmtched in accordance with the instructions issued by the frcC@t for- 
warders. 'Thc rclcvant documcnts in evidence of despatch as indjcated in 
clause 8 sbould accompany these copies. In cases where letters of credit 
have bccn o p e d  these documents arc to be sent to the concerned Bank. 

7 .  Advice of readiness c?f sllipmort. The freight forwarders should b 
&en adequate notice of not less than six weeks of readiness of shipment in 
ordtr to enable them to arrangc shipping space. The documcnts rcfcrrd 
to in clause 6 above should accompany such notice. Thc frcigbt forwadm 
will then promptly call forward the shipment. 

8. Advice of Despatch : Whcn the stores have been despatched foUow- 
ing receipt of freight forarardcn 'despatch instructions' the contractor shdl 
submit to the Chief Accounts Officer, I.S.M., Washington or to thc concern 
ed Bank (in case of payment through letters of credit) the follawing docu- 
ment\ as evidencc of despatch : 

( i )  In ciisc of FOR Plitnt and Inland Port of shipmat cornmon 
camer biu of lading on freight shipment, e m  receipt on ax- 
p m  shipment or certificates d mailing on parcel past ship- 
ment. 

t ii) In caw of FORI'FAS Port of Export shipment ckan dock or 
ship's receipt, 

A 'T ent advice \hould be scnt to the port consipxc by tclegram or 
Jcttcr s in 3 days of cihipcnt. The fdlowing documents required for 
clcatmcc of stores at Indian Port should k xnt to the Port oonsipec rli: 

. . .within 7 days d thc ship leavinp the ovencas p n  : 
( i )  Original copy of the bill of lading. 

(i i i)  signed invoices showing thc value and the name. of the pMt 
consipncc. n\c invoices should indicate tho varlmci types of 
cammidildiscount if any. rlloftrcd M, that there ia no dttay 
in asxss iq  corroct values for levying customs auty. 



(iv) Packing lists showing individual dimension and weight of the 
packages. 

(v)  COuntry of origin certificates. . 
4vi) Insurance report (where stores are insured). 

jv i i )  Drawings or sketches (to plan) sh O ' Y L  outside dimealsioas fa 
all oversized packages wh~ch fall outs1 the standard moving 
dimensions so thilt movement can bc planned before the c c d p -  
m e .  arrives. 

ANNEXURE IV 
GOVERNMENT OF I S D ~ A  

DIRECTORATE GENERAL OF SUPPLIES & DISPOSALS 
(C~RL)INATION SUPPLIES SECTION IB) 

NEW DELHI-1 
OFFICE ORDER NO. 50 Datd 7-6-1 967 
SUH.JECT : - - C o n t r a m  ftw prtrclulre o f  imported stores-Steps to be taken 

t o  nwid ckluy in clearance of stores by Port Shipping Oficcrs. 
RI;FI:RL.YC I' :--Oflice Order No. 106. cfuttd 17-9-66. 

Instructions alrcsdy cxist in thc Otkc Order rcfcrrcd to above as to the 
sups to bc takcn to avoid delay in clearance of storcs, where clearsaot at 
the pn of dischap is entrusted to Dircctor of Supplies & Dirposak. 
Homhny 'Calcutta Madras. The following arc the measure to be taken : 

t i  Copy of rhc A 'T and runcn&.cnts thereto shoukf bc Feat to the 
port shippin Oflicor concerned whosc full &sipsttion. postal 
and tctclegra&ic address should be indicated in the cantract. 

( i i  1 lndcnton who art cxampted f r m  pajmunt of c u w m s  duty 
I biz. Scientific I.~boritonc~ under CSIR, Dcfmcc Research 
Ohginisation ctc.) should be instructed to send Duty &Empion 
Ccrtificatc alone with 'Not Manufactured in India' ccftibtte to 
thc Port shiFpfnF. Officer immcdiatcly after the plrrccment d 
the contract. 

(iii R c J c p i t  partics should be c a t e p ~  info- tha 
clcamce work on their bchdf will not be undertaken ankclsi 
thcy maintain doyuatc nvohiurp; deposit with the O w t o a t 5  
Hour;e/Pay k Accounts Ogiccr cimcerncd. 

In q a r d  to (ii) lud ( i i i )  abort specific rtipal;ltion shaYki be madr: 
in the copy cvl the A/T in the form of an cndorscmt mtcnetd for b 
indeator/abasignec. 

2. Tbo coatrpct.~ shall also sspccily that the scIkr scads to the Port 
Shipping tMccr : 

(i) A shipment ad* by (dspnn~ or Air Mail kt&r 4bd. 3 dap 
ol abtoarc2nt. 

(iil 'la~ i b l ~  d- required tol- at ( b ~  ~ n d ' i  I Part withim days d the ship koviag t&l ou#seus : 



(b) Cw of the bill ofm1ading showhg wean freight c w /  
fretght sheets. 

(c) Signed invoiccs showing the valuc and the name fk 
port consignee. The invoices should iadicate the varioU9 

s of commiusion/discount, if aay, allowed so that 
E e  is no delay in smsing the mat d u c r  for 
purposc of lcvying customs duty. Thc invo'y s h W  
be prcparcd in terms of Customs taritf. 

(d) Packing lists showing indicidunl dimension and might of 
packages. 

(c) Country of origin ccrtificatcs. 
Cf )  Insurancc report (whcrc stores arc insured). 
(g) Drawings or skctches (to plan) showing outside dimen- 

sions for all ovcrsizcd pnckags which fall outside thc 
standard moving d imcns~m so that movement can bc 
planncd txforc thc consipna~cnt nrrivcs. 

3. In addition to the abovc, tlic A/T should contain clear instructions 
us to thc responsibility for paynicnt of o c m n  freights stevedoring charge\ 

inland railway freight. If consiprncnts to be inspected at docks beforc 
dapatch to thc consipzc, a clear stipulation should bc made in thc con- 
tract as to the type of inspction requircd . Indentor's/Consipcc's rcprc- 
scntativc should be prcscnt for inspcction. surveys ctc.. whcncver largcr 
consignments arc being clcnrcd at the ports. 

4. In cuscs where contracts arc placed on CIF/CW tmns and whcrc 
clcaranee is entrusted to our port shipping otficcrs, the iim~s sllould hc 
itdied to send to the conccrncd port shipping officcr thc cop of the impon 
liuncc required or cfcnratlcc wdI  ahend of tIx arrival crf t i  e vcsscl. 

5. I t  rnay hc mentioncd hcrc that tlic standard shipping clauses cir- 
culated under Office Ordcr No. 36, datcd 38-4-67 and 0.0. No. 49, dated 
6-6-67 alrcady stipulatcd that thc wntrnctor should send to thc Port Ship- 
ping Ofliur thc docunicnts as required in para 2 abovc. The Purchaw 
Officers should cnsun: that appropriate shipping clauscs arc L~corporated 
in the contracts placed by them. They should dso strictly adhere to thc 
instructions contained in paras 1. 3 and 4 abovc. Non-complinncc of 
chw instructions may result in delay in clearance of stores with the possi- 
bility of incurring demurrage charges. It may be noted that thc officefi 
raponsible for non-complii~ncc of these instructior~s will bc held liable for 
any Ioss sustained on this accounts. 

sv- 
Depicry Director ( CS-11 

Standard Distribution 
(On File N Z ~ / ~ I  ( 1 171x1)' 

Copy to : IS-I 
Recommendation 

"The Conunittee understand from Audit that the firm did contest on 
14th May, 1965 the incopration of the price preference, dause in thc 
acceptFe of tender and the DG S&D,' while giviqg the formal extension 
of time to the firm up to 1st January, '1966 given retrospectively on 20th. 
May, 1966. clearly stated that it was without 'Liquidated damages' and 



dx, d ~ l c t d  the pricc prefe~ncc clausc from thc acceplanco of W r .  
They hope that the circumstances in which the rior acceptance of the firm 
rcguding the pwirimr d -very of prim Xifferencs nur not *d 
.d. lakr, while de "T! the rckvant ciause from the acceptance of tender, 
thc formal extension time was also given 'without liquidqtcd d a m '  
s i l l  be investigated with o view to f ix rcymnsibility and to remove my 
I,i;una in the existing procedure." 
S. No. 26  (Para 5.151) of Appendix VllI to the 21st Report (4th Lok 

bbha) 
Actbn taken 

The disciplinq proceedings have been concluded and thc penalty of 
Cknsure' has been imposed cm the official cmccrned. Copy of the order 
communicating the penalty of ccnsitre is also being placed in thc C.R. 
Jcxsier of thc official. 

There is no lacuna in thc cxisting proccdurc, lnstructiona regarding 
rncorporatim of price preference clauscs and levy of liquidated damages 
ctc. are quite clear. 

Comprehensive instruction rcgardiq liquidated damages have bcct~ 
tciterated vide Olfice Order No. 47, dated thc 30th March. 1968 (copy 
enclosed) for guidance and compliance of tile P~~rchnsc Officers. 
Ministry of Works, Housing & Supply 
i lkpartment of Supply ) 

Sew Delhi : 
:ilc 7th C)ctobcr. 1968 
\o 43(25)/661~1---- 

DIRECTORATE GEhERAL d F  SUPPLlES & DISPOSALS 
(Section CDN-11 ), NEW DELHI-1 

()ETICE ORDER NO. 47 Datcd 30-3-1968 
5( HJECT : Liqitkltrletl dama~eer4omprel~~~rwive iti~trrtctions re~arding. 

According to clause 14(4) of thc General Conditions of Contract a6 
contained on form No. DOS&D-68 (Revised), the time for and the date of 
delivery of the stores sti ulated in thc contract shall be of the essence of the 
cimtract, it is required t P la? delivery must be completed by the stipulated 
ddc .  The contract comes to an end on the failure of the seller to deliver 
1lcccptaMe stores by the stipulated date and the purchaser may refuse to 
take delivery of stores offered after thc said date. If delivery is taken un- 
conditionally after the stipulated date of delivery, it is presumed in law that 
the agreement as to the time being of the essence of the: contract has been 
waived and the purchaser is not then entitled to claim any damam for 
dcby in delivery. Where, however, the purchaser accept9 the delivety after 
due date with a notice to the seller that he would claim damages for delay, 
the former is legally catitled to claim the d a m .  The purpose aP the 
aforesaid notice is served by the stamlad letter (form No. DGSkD.160) 
Isued by us for granting extension in contract delivery period, It wiU be 
noticed from what has been #ated above that acceptance d stmix after the 
W.eed delivery date without giving a notice to the seller of the intentiolb to 

damages for late &livery puts an end to the right to claim . eucb 
tlamages. 

(Based on para 45 of the Cantract Manual) 



2. Whar is liquthocd & m a p s  7 
Ibe Coaditions of Contract (form No. DGS&D-68 Revised) in clause 

14(7)(i) povidolor~for la&o&Uvery as tiquidatad damags. p c  clausc drat in the event of lace delivery of stores, tbe purcbwr a 
entitkd to mover from the amtmuar way of liiuidatcd damages, a srun 
qua1 to 2% of the price of the stores 2 elivered late. 

2.2. It should be not4 that ti uidated darnagcs accrue d y  in cases of 
delay in supplks. where no sup& s have been made under a contract, wc 
can, upon cancellation of the contract or pan thereof, as the case may k, 
rooovcr the damagcs occassioncd thereby i.e. either recover thc general 
dsunap;bs or the extra expenditure incurred in risk purchases. 'Ihis is so 
oven in cases where the cancellation was p r e d c d  by o m  or more exten- 
sions of delivery pruicd with rcscrvntion of right to recover li uidated 
damages. Thc rcscrvation does not mean that by tho mere fact 09 asking 
for cxtcnsion in time the sclier has made himself hablc to pay the liquidated 
damages. It only means that the seller is promising to perform arzd that 
tho buyer is agreeable to makc supplies beyond the original delivery period, 
but the buyer imposcs a condition that in vicw of the delay, he will take 
besides the goods, compensation for the delay also at the specified mto (i .c. 
2% per month). The reservation for liquidated damages ceases to cpratc 
when the contract ic ultimately broken in whole or in part, to the extent of 
the breach. 

3.1. Quantunr 01 liqrriduted cla~~mges moverable in case of delay irr 
sup.nli~s. 

Though tho Genord Conditions oI Contract, as stated above, provides for 
rccovcry of liquidated damagcs at the ratc of 2% p r  month in respect of 
dclayd supplies, dl that we can rccover from thc supplier according to la%. 
is only a reasonable compensation not cxceedinp the amount specified. 
Tho vcry fact that tho liquidated damages clause m the general oonditiom 
of Contract is incorpcmtcd autmaticall y in every con tract, in itself preclude+ 
it\ being treated as il genuine prc-cstimiitc of damages. It, therefore, follows 
that what wc can rccovcr in such cases is on] losses actually sustained duc 
to delay in supplies subjcct to the limit o£ 2 4 o specified in the general con- 
ditions d Contract. Where, however, there is no demonstrable actual ]as\ 
on account d delay in supplies, but liquidated damages are to be levied, 
these m y  o h r i l y  be limited to 10% of the liquidated damages leviable at 
the rate of 2%. 

3.2. It may also be noted in this connection that according to law the 
general measure of damagcs for late delivery of stores is the difference W- 
ween the value of tho stores on the date Gxed for delivery and their value 
when delivered (i.e. the market price). Where there is no market for tbL. 
stores, their value is the price d the best substitute procurable. If thc """" F or their nearest substitute is not procurable or acNally 
procured, e se11cr is liable for damages which the buyer may sustah for 
being deprived of the otd'mary use of the chattel, but not further special 
damages acaing from the spacial and unusual purpose not made k n m  
and acccp,ted by the seller when he oontracted. For instance, when a per- 
s6a failed to repair the ship within the stipulated period, the measrr1'0 of 
damages is the sum which the other party might have earned is thel ardinary 
coursb d the employment of the ship during tbe &lay but not; sp*M 
suffered on account of having chartered the ship to a third party. fn 
words, *ere two parties have made a amtract, which one of thtm has 



brokerS tbe 6unagFswWh the 0th ;parry ought to receivo should be such 
.ad rcPSOnably be c a r e d  either aririag nuvnlly ( i t .  

to the usual course of things for suci~ a breach of caatnrct) or 
urh as nlny rrasorraMy be su scd to have been in contemplath,cd the 
partie at the time they made% contract. as the probable result ol the 
breech of it. 
(Office Order No. 107. dated 3-9-57 & Para 48 of the contract Manual). 

As statcd above, thc gcneral nleasurc of damages for delay in supplics 
is the ditlcrencc between the value of tho stores at tho time fixed for their 
rielivery (i.e. contract price) rurd their valus when dclivcrcd (LC,  the market 
price on the date of actui~l delivery). If the market pricc on the date of 
delivery is lower than the contract ratc, wc can recover fronr the supplier as 
dunages, the diffcrcnce. bccause thc gocxls purchased arc worthless than 
what has been paid for them. This is what 1s called 'potcntid loss' in lagal 
parlance and it is the sum equal to thc difference bctwecn tho price of thc 
goods on the due date and thc tni~rkct price oh the dam of actual delivery. 

4.2. The markct price on the datc of actual delivcry tilay b a4sesscd on 
the basis of the contract for the same stores (in cascs whcre s tom are 
marketable) or stores which are best and nearest substitute of the storcs 
originally contracted for (whcre storcs arc not marketable), if any placed 
on or about that ddatc. Even if there is no such contract, thc market rate 
can be a..,sed on thc basis of tcndcrs from Aona file scllcrs opened on 
.about that detc. 

As stat& carlier the quantum of liquidated damages to be levid in iI 
particular case would depend upon tho loss sustained due to delay in supplies. 
The indentors are, therefore, rcquircd to intimate to this ofice the la, if 
any, suffered py them on account of dclay in supplies. For this purpose an 
endorsement IS required to bo made in the copy of the standard! letter (from 
DGW-160) granting extension in delivery period asking the indentorlconsi- 
gnce to report loss within ti specifid time. If no reply is received within 
one month from tho date of completion of supplies, thc case should be pro- 
cessed on the assumption that the indentor/consignec has no loss to report. 
[Para 232-A(2) of the DGS&D Manual as amended by C.S. No, 224, 

dated 10-5-631 
5.2. It inay be noted that where the indentors make local purchases to 

meet their immediate requirements without cancelling identical quantity 
from the A/T placed by D G W  the extra expenditure incurred by them 
cannot be treated as loss for the pu of imposition of liquidated damages 
to the extent of such extra cost. E a t  is recoverable in such cam would , 
be token damages equivalent to 10% of the liquidated damagcs assessed at 
the rate of 27; provided the firms are responsible for thc dclay. 

(Note under para 2401 of the DGS&D Manual and 0.0. No. 124, 
dated 9-1 2-65) 

5.3. Cqpsultation with the indentors in regard to loss suffered due to 
&lay in supplies is not necessary in respect of the fobwing types of 
COL3tracts : 

(i) Purchase of controlled commodities. 



I H )  Purt.hits~ of \torts manuflrcturc of which k dcpmdent upon 
supply of conttdlcd materials against qwu certificates issued 
by the <iovcmmmt whcrc the delay in supply is solcly attribut- 
ubk? to Jclay in supply al' such materials. 

( i i i )  C1:~ntriits for supply of ctorcc for which thc entire production- 
is controlled by the Gmcrnmcnt. 

(iv) C~ntritcts concludal with unguarmtccd delivcry whcre thc offer 
is accepted in ron\ultirtion \\ it11 thc indcntor, and 

( v )  Supply orclcr\ i~giiinst K w  Contractc unlcss thc delivery datc 
stipulutcd ha4 becn cxprc4y agrccrci to by thc contractor in 
writing before piaccnient of thc rclevant ordcr and where thc 
C~wernnient ha\ not in any way interfcrcd with thc su 
discretion to mect tlic +aid hupply order by dircwting g i c :  
pive priority 10 \otnc othcr order. 
(U.O. No. CSIB/13( 3O)/I/  60. dirtcd 4-9-62 ) 

6. Extra mount  p;ry:~hlc t o  thc wpplierh on account of incrcasc in taxes. 
duties ctc. during thc dclirycd pcricd-Adiustnicnt by way of liquidated 
ilannps. 

The sti~ndiird form ( IXiS&l)- I 00) granting cxtcnsions in contract dcli- 
vcry period stipulate, that incrcasc in pricc (in case of contracts whcre 
pricc varii~tion is pnwidcd for) or increase4 on account of cnhancerncnt or 
frc\h impwition of siilc\ k ~ x .  cxciw duty. customs duty ctc, taking placc 
cluring the cut;~dcrl pcriod of dclivcry will not bc dlowcd to thc supplicn 
f-lcticc the qllr .lion of puyn~cut of such incrc;rw\ in pricc will not a r k  
whcrc J s l i v q  pcricxl i\ cxtct~dcd by using tllc standard form. However, 

hc ci1sc4 whcrc cxtcn4ons in dclivcry period may hnvc to be 
givcn thurc wit out tlls ; I ~ O V C  condition dcnying thc price incrcwx. In such 
cilvcc tlic quotion whcthct thc incrc;rse in priw which the purchaser had to 
incur on i~cmunt of dcluy in wpplic\ could bc sct oiT against the liquidatcd' 
d:~magcs leviahlc undcr the contract should be considcrcd at the time of 
rcgularisation of thc delivery period. Whcrc suppliers are responsible for 
thc delay and the liquidatcd damags can be lcgally levied, the extras paid/ 
payable should bc narnlally recovcrcd by way of lcquidated damages. 

(Para 233(2 )  of thc D G S D  Manual] 
7.1. Special il(~t~rc~ges-Crrses )there price pre/t?retrcc is pnid for earlier 

ileliver,~. 
The following clause is incorporiltetl in Anncxure to !khcdule to Tender 

(Forq No. DGS&D 1004) which accompanies thc tender equirics issued 
by his office : 

'It should bc noted that if rt contract is plnced on a higher tenderer 
as a result of this invitation t:, tender. in preference to the lwcs t  
acceptablc offer. in consideration of offer of earlier delivery, the contrac- 
tor will be liable to pay to tllc Govcrnmont the difTercnce between the- 
contract ratc and that of the lowest acceptable tenderer on the badis of 
final price F.O.R. destination including all elements of feright, sales tax. 
local taxes, duties and other incidentals, ia case of failure So comple)~ 
supplies in terms of such contract within the date of delivery s p d k d  m 
the tender and incorporated in the contract. This is in &tion a d  
without prejudice to othcr rights tmder: the terms of tbe contract'. 



7.2. The following clause is req56d to bc ~ r a t c d  in all ;dvrurcc 
acceptances QE tender and formal acceptance of te r when: lower oflcn 
have been specifically ignarod and contract placed on higher of la  for tJlc 
slrLc of carlier delivery : 

"Special Condition : It should bc n o t 4  that on thc assurance of dw 
earlier dclivcry at the rate of Rs. . . . . . . . .  F.O.R. . . . . . . . . . .  offctcxl 
by you this contract has bccn ph& on you in pwfercncc to tho lowest 
acccptablc offer of . . . . . . . . . . . . . . .  at thc rate of Rs.. . . . . . . . . . . .  
F.O.R.. . . . . . . . . .  In case of failure to camplctc supplies spinst thb 
contract in t c m  hereof within the date of delivcry specified licrcin. you 
would be liablo to pay to thc Government the difference bctwecn thc con- 
tnct rate and that of the lowst rrcccptable tcnderer on thc basis of final 
price F.O.R. destination including :dl clctncnts of fetight, wlcs tax, local 
taxcs. duties irnd dhcr incidentals. This is in addition and without 
prcjudicc to the rights of the Govcrnmcnt to recover all othcr losses md 
&mges resulting from dclaycd supplies including right of concelliition 
and rcpurchasc at your risk and cxpensc". 

7.3. C'ircw~r~tu~tct~x i ~ r  which priw pr~fercnce yenulty cluusc~ is ~ivt  to hc 
ir~corpc'rmnl ill cotrlrclrls everr if lower offers are ignored. 

( i )  In cuscs whcrc the tcndcrs specifically state in their tcndcn: thrrt 
they will not acccpt thc clirusc and yet it had been decided to place order.; 
tm such firnis. 

Whercvcr rr prcfcrcncc is  nmic w thc indcntor for obtaining approv:~! 
for accepting thc higher offcr in prefcrcncc b the lowcr offcr for the %\kc 
of eiirlier delivery, it should bc brought to his noticc that the firm quoting 
higher pricc has refuscd to accept tho pcnalty clause so that at tho tinlo of 
siving his approval hc is madc awnre of the fact that he has to pay highcr 
prices without thc likelihood of rccovcry of thc differcnce bctwccn the highcr 
rdte and the lower one in the event of delay in supplics. The concvrrencc 
of the competent authority as indicated in sub-para 7.5 below should be taken 
in such cases for placinc the contracts without price prefcrcncc pcnaltj 
clause and the reasons therefor should alqo be recorded on thc filc. 

( i i )  When lowsr oficn arc ignored on thc ground of capacity being 
fully booked. There may be caws whcrc the delivery offercd both by the 
laver and highcr tcndcrs is guaranteed but the capacity of thc lower tender 
I. limited. To give an illustration, both the higher and the lower tenders 
offer guaranteed delivery at the rate of 40 and 20 units respectively per 
month. The indentor requires ur~cntly 100 units in 3 months. As the 
h e r  tenderer can supply only 20 units a month the order is placed on him 
for 60 units for delivery within 3 months. The order for balance 40 unit.. 
is placed on the higher tenderer. Tn thc example given above the full price 
differential can bo recovered from the higher tenderer in the event of delay 
In supply over two months and proportionate amount if thc &la is Wer 

W, therefore, be incorporated in such contracts. 
1 one month but less than two months. The price preference pcna ty chse 

(0.0. No. 66, dated 19-6-62) 
(iii) In dases where lower otkr is technically not acceptable OJI thc 

ground of adverse capacity report. 
(iv) In cases where lower offers are ignorcd to save foreign cxchangc. 



(v) WCII pfjce cfcrcnce ih specially given to indi nous offer &-a- J vis OtItlir for impor stores or to products of cottapc an smdl scale indus- 'aim in accordance with the existing instructions. 
b" 

.(vi) In cascs whcrc lower oiTcrs arc pas& over on account of the 
fact that thc tcrme and conditions stipuhcd arc not acceptable to the 
@wemmcnt. 

(vii) Where Jelivcry dTcrcd by ~ h c  lower tender is uqparaniccd and it 
i s  decided to placc ordcr on n firm quoting highcr pricc but guaranteed 
dclivcry. 
(a) In somc caws it may happen that a tcnderer quoting lower pries: 

gives a longer but parrtntccci dclivcry whilc nnothcr tcndercr quoting a 
higher price gives an carlicr dclivcry but says that i t  i$ not guaranteed. 
Unlt.5 thc dclivcry offeral by thc higher tenderer is guarantc.cd, an order 
.should dot normally bc placcd on him for thc sakc of carlicr delivery 
because in the cvent of &lay the Government would not hc legally entitlcd 
to recover from him tl~c dilicrcnce bctwccn the contract ratc ;~nd that of thc 
lowest acccptablc tendcrcr as tha dclivcry is unguarantecd. If, howcvcr. from 
the past cxpcricncc. the pcrforniancc of the fiml is considcrcd satisfactory 
and it is proposed to placc ;I contract on thcnl thc safer coursc would be to 
ask them to give guarlultccd delivcry ltnd place the contract only aftcr 
obtaining such a guarantee. Thcn only thc pricc prcfcrcncc clause can bc 
incorporated in such contracts. 11: thc firm do not agrcc to give a guaranteed 
Wvcry  date and yct i t  is intended to plncc ordcr on them, the reasons for 
accepting such an offer in prefcrsncc to tho lowcr offcr should b:: specificall!: 
rccotdod on the purchatc filc and the approval of the wmpctcnt authority 
should also bc taken. In such cascs where a reference is made to tho inden- 
'tor to nsccrt;iin whctl~cr higher price can bc paid for earlier delivery, it 
should bc clearly brought to his noticc: that the offer is subject to u n f l m t c -  
zed delivery nnd hcne  tho subject to unyarantecd, delivery and hence thc 
usual pcnalty clnuse cannot be cnforccd, so that he is made aware of tbe 
l'iict that he has to pay higher prices without guaranteed earlier deliwry. 

(Office Order No. 75, dated 10-10-60) 
7.4. Craw period of 21 days not to be allowed in case of colttracts phCc~j  

by y q v i n ~  higher price for earlier clelivety. 
A specific stipulation should be ma& in such contracts that the 

'period of 21 days will Not apply. 
7.5. Delegation of powers for waiver oj price preference penally  clam^. 

(i) Before placement of acceptance of tender : 
Dirrctor ,, ., . . . . Contracts upto Rs 3 lakhs in consultation . 

with Finance. 
DDG . . . . . . . . . . Contracts up to Rs 6 lakhs in consultation 

with Finance. 
D.G. . . . , . . , . . . Contracts up to Rs 30 lakhs in consuhati~ 

with Finance. 

(ii) After placement of the A/T but before commacement of 
if on rccc~pt of the A/T, the contractw objects to the clause or the dausc 
has been incorporated emncously. 

Dimctor . . . . . . . . . . Contracts upto Rs. 3 lakhs in value in 
consultation with Finance andrhe indentma 



W. Dimtot Geneell.. . . . . . Contfocts uptn Rs 6 lakhs in ,ah in con.. . 
.euhrtlan wth Finance and tbc ~mkntor. 

Dj~tctor Gene& . . . . . . Contracts upto Rs. 30 lakhs in \dce  in. 
coaruhauon with FIM~CC and 1 PC 11 c ( I 1 o r ,  

' ( iii) Aftcr placement of tho A/T and compkticm of supplics even if 'the 
clrwse has been incorporated erroatously. 

Powers same as in (ii) above. 
NOTL . ( 1 In respect of cases falling under (ii) above, where, the con- 

tractor objects to the clause, thc purchase officcr may recotlsider tho case on 
merits in consultation with Finance and the indentor and either cancel thc 
4/T or delete the clause, if the supplies arc still required or the claw has 
b a s  incorporated err~ocously. 

( 2 )  Whcrc the A/T has been concluded with the price preference clause, 
the approval of the Director General (where the mount of price preferchca 
does not exceed Rs. 1,000/-) and the Department of Supply in other cases 
hould be obtained for &leting the clause. Such approval should be &tain- 
d cven in cases, where it is found after tho placement of the A/T that the 
clause has been incorporated erroneously. 
[Para l ( 1 3 )  of the Department of Suppl letter No. 6(4)/66-PI, dated 

22-1-67 circulatcd undcr 0. 8 . No. 132 of 19671 
7 6.  A~rwrtnt of price preference recoverable it1 the event of delay irt supplies. 

When the actual delivery takes place beyond the delivery period stipu-. 
luted by the lowest acceptable tenderer whose offor has been passed over a$ 
the delivery offered by him was not suitable, the eatire amount of price 
diflerential may be rccovcrcd. On the other hand, if the delivery material- 
IW earlier than thc delivery period stipulated by the lowest acceptable. 
tcnder, Government are not entitled to recover the entire amount of price 
differential but only a proportionate amount. To give an example, if an 
:mount of Rs. 300/- has been paid for earlier delivery by 3 months and the 
priod of delay is only 2 months, we are not legally en~tled to recover the 
entire amount of RP. 300/- but only a proportionate arno!.Int for tho P"" , of 2 nlanths of delay i.e. Rs. 200/-. The prqxntionate amount o price 
diffcrcntial recoverable in such cases can be worked out in accordance with. 
the following formula : 

P : AxNxD -- - 
Y--- 

P : Represents the amount of proportionate price differential to. be. 
recovered. 

A : Represents the amount of price preference given for one unit. 
N : Represents the number of units for which supplies are delayed: 
D : Represents the number of days of delay. 
Y : Represents the difference (in days) in delivery period offered by 

the lowest acceptable tenderer and the contractor on whom order 
has been placed. 

lV01'ES : 
f 1 ) The Mce preference penalty clause entitles the Ciwemment to. 

recover the extra amount paid for earlicr delivery, in case of delay in supplies. 
It should be noted that we are not cntitled, to recover any liquidate damages 



for Lho period of &lay for which thE price difference is recovered. To givc an iH~ra t ion ,  if Rs. l o / -  is paid cxtra for carlir &livery by one manth 
and Chc dchy is only onc mth, thc amount of Rs. 100/- i s  only fccovcr- 
able from the contractor. No liquidated damages can bc levied in additim 
i o  t b  said nmouot. If thc Jclay k, howrvcr, marc than one month, say lhrcc months, wc arc cntiticd to rccovcr Ks. 1 0 / -  ar price diffcrcntial for 
the first month and in i~ddition liyuitiatcd d;unagcs for the rubwqwmt h v o  
mnimthlp. * 

(2) Priccb dilicrcntial rcwvcrihlc in nwordnnce with the pcnillty c l a w  
is the diffcrcncc bctwccn thc rdtc quotccl hy the tondercr whcw ofl'er has 
hocn acccptd and that quoted by thc lowcst wcptiihlc tcndcrcr w h w  offer 
was passed over on thc gound of t~nsuitiibk delivery period. In computing 
thc pricc dicrcncc thc  low^ ofler which would hc ottlcruiw acccptablc 
but was ~~~ over merely in concidcration of dclivcrq should bc taken 
~ n t o  account and not the lowr  oiTm in tlw licld which might havc kc11 
passed over for vi~riow other trnsonu. 

(3)  In c;lscs whcrc the proprtionatc amount of pricc differential i. 
rocovercd in accorhncc with the fomiul;~ givcn ahovc, the question of 
wiving thc balat~cc i~nlount c w r  thc :rhovc the j~mportion;~tc amount 
rwvcrcd will trot ariw. 

7 . 7 .  Recovery oj pricc' prc+vxwr paid for cwlirr deli,,ng it1 11tc oven! O/ 
ncmlsrrpply a d  catrrrc.c41crriotr o j  rlw c ~ ~ ~ ~ r t u c ~ t .  

Action should bc takcn i n  ;ccordnncc \villi thc lcpl  opinion rcprcduccd 
blow ; 

"When the ccmtract is brokc.n by thc non-supply oC god\ ,  besides 
f l u '  ordinary clir~nilp,:~ rvprcscnlcd by the sisk purcht~sc loss. 
it is also. adtnissiblc to recowr ;I$ s p ~ ~ i i ~ l  tli111l;tgcs any price prc- 
Pemncc loss that may Ii:~vc t;cc'n sttffc~.cd bccause ttw dclivcry which had 
been offcred by o specified date has not n~atcrialiscd. Tllc cimditions. 
howcvcr, for the rc.co\vsy of such ltas is that the contract muht hatv 
remi~ined in forcc aftcr thc expiry of the original dclivwy date and mus~  
hnvc teen c;~nccllcxl ;11tcr. silnlc estc~~sion. I f  thc contri~ct is c:inccllcd 
imnlcdiatcly after cxpiry of thc original dclivcry date. no pricc prcfc- 
rcncc loss is suffered and. t l l c r c f ~ e  thcrc is no qucstion of rccovcry ol' 
;my spcci;d damnscs. I I'. hcwcvcr. thc dclivcry pcricld is eutcnded or thc 
an t rac t  remains in forcc by mutt~i~l conscnt of partics for any time after 
thc cxpiry of thc original ddivcrY date and it is then cancelled. thcrr: I \  
;L price prcfcrence loss and such loss is rcccwerablr a$ special damages to 
the same extent 3s it  \irould be rcci?vcrable if goods had been supplied 
after delay". 

7.8. Sp~c%d w t c h  to  he kept  on wvcs whew higher. prices aye paid for uurlirt- 
ckc~livcr~. 

'rho Progress Wing should bc spc.cifically asked to progress iiII ~OfltrW. 
where hiqhcr prices are paid for ci~rlier dclivery. Inspecting Oficcra should 
iil~o bc v~gilant and thcrc should not hc any avoidable dclay in inspection u f  
stores in such cases. In ordcr to attract attention of the above officers tfic 
Supply Scctions should indicate on, the top left hand comer in  the copies of 
such A/Ts etc. intcndcd for progrcs Wing/Inspoction the following words 
by means of n Rubber Stamp : . 



'SPECIAL WATCH HIGHER PRICE PAID FOR EARLIER 
DELI W R Y "  

(0.0. NO. 75 of 10-10-1960) . 
7.9. Tht question m io whether the price prcferencc paid tar sulicr 

delivery, which docs not materialist, should be mated as loss in tho follow- * rypes of cases has been dccidcd as follows : 
n'md- DCrhdolP 

( I )  Whcrc hi* offer has hcen uaxptcd on account of The price prcfcrcnco 
carlicr delivery but wherc the rice p rde rcm penalty shoukl be 11catcd i ~ h  

refusal to accept the case. 
B clause cannot he incorporate owing to the supplier's loss in [tic cvent of dcl;i) 

in supplies. 
(ii) W h m  lowcr offcr is with unguarantccd delivwy uhilc Rice prdcrencc cannot 

the higher ofTer is with guaruntccd deliver). be trcatcd (is loss. 
(7% type also covers cases wherc the cnnadty of the 
lowcr tcndcrcr is booked for a certain perioa and he 
quotes delivay subject to compktian of pcnding orders 
whmas the higher tenderer whost offer is accepted gives a 
a guaranteed delivery). 

( id)  Where 1wcr  offcr p a s 4  owr is not rxnctly compar- in c:~:xs whcre ~ h c  ~ I O I L ~  
able with the higher offer which was accepted. o f l e d  hy the lowcr 

tcndercr is considcrctl 
suitublc or acceptable 
(even though they may 
not hc to the exect spci-  
f~a t ion )  but passed ovcr 
mainly on consideration 
of dclivcny, the differ- 
cnw between thc two 
on'c, s should be trcatcd 
as loss if the dclivcry 
docs not materialist by thc 
stipulated date. W h m  
the storca oftered by thc 
lowcr tcndmr arc con- 
sidcred not suilablc or 
ncccptablc the questicw 
of loss docs not arise. 

(0.0. No. 66,  dated 19-6-62) 
X. 1 . I're-esti~mtcd cIurnrr.ws 

As stated in para 3, the provision in thc Gencral Conditions of Contrxt 
Tor recovery of liquidated damages cannot be tnkcn as a gnuinc prc- 
cstlmatt of damages. In cases where such a pre-cstbnate is necessary, i t  
~hould be arrived at ii~depcndently and with the express conscnt of thd othcr 
party to the contract ( i . e .  the supplicr) so ns to constitute a proper prc- 
cstimate of damages. This is called "pre-estimated damagcs" aq distinct 
from liquidated damages leviablc undcr the Gencral Ccnditions of Contract. 

8.2. According to the existing inslructions thc purchase Officers art 
rcqutred to make provision for recovery of pre-estimated damazes in caws 
where the stores contracted for are not of ordinary commercial nature or 
Ytores are such whcre damages for breach or delay would not possibly he 
or not likely to be ascertainable in the ordinary way. Where such a provi- 
$ion is considered necessary, it should bc incorporated in the invitation to 
tzndcr. 

(0.34. No. Pur-19/Rccan. 106/55, dated 21-8-1957) 



8.4. Where provhion is made for fccovery of d=WPfk the q r o n  for recowry of liquidated da-thc fMmd 
Chditims Contract will not apply. Spcct&c s 'on should be nrade 
in such cases that ciausc 14 (7 ) ( i ) of thc Gene Conditions of Omtract 
(Fonn No. DGS&D-68 Rcvucd) will not apply. 

F 
(Office Order NQ. 72, datcd 7-7-67) 

8.5. Normally claims undcr the prbestimatcd damage clause shauld bc 
onforced in all c a w  luld, thc wilivcr authorised only whcre wc are not le@y 
cntitled to enforce the recovery. 

(D.O. No. CSIB/ 13 (3 )  /I/62, dated 3-5-1965) 
9. Points to be takcrr into mnsideration in making decision to impose/ 

waive liquidated iiarwge.~. 
(i) The question of rccovcry of lquidatcd damages need not ordinarily 

I= considered in res ct of contract upto Rs. 1 lakh in value placed up to 
tr 1-10-66 except in e following types of wscs : 

(a)  Contracts whcre higher priccs havc been paid for carlicr 
dclivcry and 

(b) Contracts containing pre-estimatd damages clause. 

(ii) The following flrctors should bc taken into account while examining 
cases for the purposo of levy of liquidated damages : 

( a )  Whcther thc indcntor has sutfcred any actual or potential loss 
duc to delay. 

( b )  Whcther delay in supplies has resulted in payment of additional' 
sales tax, excise duty or  other imposts ctc. 

(C ) Whcther higher prices havc bccn specifically paid for earlier 
delivery. 

( d l  Wlrcther thc delay has resulted in payment of additional freight 
charges. 

( C  1 Whethcr thc contract contauis provision for recovery of pre- 
estimated ddamagcs. 

( f )  Whethcr thc delay in suppliey has been willful on the part of the 
firnl. 

(ofkc Ordcr No. 13, dated 17-2-67) 
(iii) The question of levy/waiver of liquidated damages has to be 

cxamined in each case taking into account the factors mentioned above and 
a decision taken on the merits of each case. 
10. Pn~t~crs for waivcr of liquidated darnages 

(a) CUSCS involvin~ actual loss : 
Dy. Dimtor General Loss upto Rs. 1001- 
Director General Loss upto Rs. 1.0001- 



it e w r  01 pr~+s t j t t~ed  huge): will be c~)nsidered as waiver of a c r d  ,jw, 
(b) Cases where higher prices ham been paid for earlier delivery 

which does not matcrialise : 
I n  wch c a w  the price riifkrential should hc recwcrcd and if circluns- 

wrccs arise under which it is "9P" to wdve its rmvery, powers for 
such waiver will be govemcd by a) nbovc. Wuivtr o[ liquidated drunagcs 
ovcr and*ahove the price differential will be as follows : 

DDC, Case within the purchase pnucrs ol Dimtor.  
D.G. Pull powrn in all c w s .  

( c )  Cases where there is potcntid loss ( i . c .  loss uscsscd on the basis 
of fall in market prices during the clelaycd period) and other 
losses reported by the indentors vhich annot  be demonstrably 
proved and legally rccovercd from thc suppliers : 

I>.C.l . (  i ,  I-oss uptt1 us. 100,- 
n.G. Lms upto Ra. ?,oI);- 

( d )  Cascs where higher priw5 have not been paid for earlier 
dclivery and whew the indentor3 havc not reported MY lass. 

I '  i ~ t r  All cases within the pwchaw ppouc~o of Dl. Ijiitctcir i,nd lllc 
Director pro! itlcal the dcliry in supplics is no! more tllar. 5 months 
(subjec! to lo0,. random post ~ E C I O  I.C\ ~YIV by tllc Dircc~clr). 

Dircct or All nther cases upto 1 1 . 1 ~  b r l u c  oC H h .  3 0  l 0 L l . 3  (Subject 1 0  10%' 01' 
the eases in which the purctrrse p ~ c ~ s  hme bccn cxcrciscd hy 
Dl)G smi rrbtrvc being re\icned hj  DDC;). 

N t . r t  \ 

f I Extra expenditure incurre4 on account of increase in, or fresh, i m p -  
rition of taxes, duties etc. during the delayed period should be treated as 
xtual loss if the suppliers are responsible for thc dclay. The question 
whcthcr the supplier is responsible for the delay or not will be decided by 
the officer within whose powers of purchaw the case falls. In doubtful 
cases, he win take the orders of the next senior oficet before decision is 
taken to absolve the supplier of the responsibility for thc delay. Where the 
Government have to incur additional expenditure by way of increase in 
prkc on account of incrcasc inlfresh imposition of taxes, duties etc. due to 
dclay owing to omissions or hults on the part of the purchase dews/ 
kcticns, the Directors are not empowered to regularise the dalivery period 
cvcn rhough such increase will wit he considered as actual loss. Such cases 
~hould bc shown to the Director General with the recommendation of the 
Dirw!or. 

(Office Order No. 38, dated 16-4-59) 
( 2 )  The sanctions to the waiver of liquidated damages should indicate 

the particular category under which the waiver falls i.e. whether it falls 
m l c r  (a ) ,  (b), (c) or (d)  above. This should be invariably indicated in 
fhc endorsement to tha; Pay & Accounts Officer concerned in the c w  ob the 
Icmr replarising the delivery priod. The designation of the ofticer w h ~ ~  
canctit.m was & a i d  for waivcr d liquidated damages sh,ould also be indi- 
Wc-d in the e?dorsemcnt. 

(3) ( i )  In case the purchase officer finds it necessary to revise his 
e?rlicr decision imposing liquidated damages and to waive recovery thenof, ': 2'4 LSS,W-S 



h6 rbould obtain the approval of the hext sc- officer for doing so. 'Ihc 
D i r a a  Gc~rrel  will be competent to revise hi\ own earlier decision. 
I k p r t m c n t  of Supply lcttcr No. 6(4 /6&Pl, dated 22-1 1-67 circrtlatcd 

undcr 0.0. 132, dated 8-12-67] 
( 3 )  ( i i )  If on re-cxmination of a case in the lat of a represcntathra 

from the firm against our decision, the intention is to reduce a e o n  bf 
Owernmeat's claim for liquidated damages, the firm's representattve should 
ba wnt for and askcd orally to give a letter in writing to  the effect that the 
fin- would pay the said amount ( i .e .  the rcduced amount) in full and final 
rseWemcnt of the claim for liquidated d a m q p .  The idea of taking gu& a 
daclatation is to avoid the contigency of the matter being referrcd to art+ 
tratim etc. aftcr wc havc wmmunicatcd our decision to d u c e  the dart- 
implsed. This is not to be disclosed to the firm and in caic the Arm rdusc 
to give such il declaration the original decision should stand. 

(Piira 236 of the DGMD Manual) 
(A 1 The Dircctor Cientral i:, competent to waivc liquidatcd dan~agc* in 

ca.w of contracts over Rs. 30 lnkhs in vduc wficre there is no actual lw, 
etc. of more than RF. I,OOO/-. Tn case5 where the value of the A/T 
cxcccds H4. 1 crow. if 0pco11 tcndcr5 llnvc bccn invited and R\ 5 0 ' -  I'tkhs 
in othcr cilscs. Asw:.iatcd Financc 4hould also bc consulted hfor c ctcci- 
\ion is taken. 
lPara 4 of thc Depmmcnt of Supply letter No. 6 (  4 )/66-PI, datcd 22-1 1-67 

circulntcd undcr 0.0. 132, dated 8-1 2-67] 
I I . Misrellaneo~cr prnvision~ 

( i )  Whilc whmitting p ropod\  for rcgularisntion of dcliverv period, thc 
profonna for wa.ivcr/irnpition of liquidatcd damages in fonn No. DGSM)- 
147 as modified r&lc 0.0. No. 17, dntcd 5-2-68, should also be submitted. 
(Olllcc Order No. 96. dated 29-6-57 and Office Ordcr No. 17, dated 5-2-68)  

(i i)  Wherc storec arc accepted undcr deviation with price reduction, thc 
purchaser cannot in addition to the price reduction, claim liquidated d a m a p  
for delay in delivery as the reduction in price implies that the parti& to fh6 
coatract have by mutual aigrccment varied the terms of the contract an4 n 
new and substituted contract comes into existence. The terms of the Mil$- 
nal contract regarding liquidntcd damages etc, will not, therefore, hold @ 
inqrmpect of the new contract. 

With a view to safcgunrd the interests of the Government in such 
of contracts whcrc stores are accepted under devision with price rcduchm 
'after the expiry of the original delivery period, the purchase officer 4hauld 
give a notice to the firm as in the standard letter circulated under Offkc 
Order No. .103. dated 1 5-9-1 966 intimating the intention of the p u r c h m  to 
clldm liquidated damages ctc. This notice may be communicated to the 
tractor a t  the time of issue of amendment to contract agreeing to accept tho 
sterts under devision with price reduction. 

. . (0.0. No. 103, dated 15-9-66) 
. (iiij Liquidated damages fo; delay should not n ~ r m d y  be imposed on 

Government Establishments undertaking mhct work. If it Is decided to 
deviate from this rule, sanction of the Department of Supply slaould be 
ebtained. Serious cases of delay should be reported to  the Head of the 



Department of the State Government &mad. The: a b o b e  will not apply 
to Government Under- rs d&xt from Govenrmcat F~tahliyhmarts. 
Ilae q~rstion of levy of liquidated damages from Govcrnnlrtnt Undertaking 
should be decided on the n~erits of tach'casc, 

[Note ( 3 under para 233( 1 ) of the IX;!UD Manuul] 
(iv) .Whcrc cxtcnsions in clclivcry period arc grant& without t l~c  deniiil 

clrurscs (i.e. the coc~ditions denying the incrcaw in tt:lxcs, duties etc. taking 
plxa during the dclayed p c r i d )  the purchase oficcn hiwe to obtain a 'No 
claim certificate' from the suppliers hcforc finalisation of the case. The 
a m h r d  fan? of letter for cnlJing such 'No clainl certificate' i h  given in 
Oflice Order No. 108, dated 16-10-59. The ccrtificatc is 10 he c;~llcuf for 
only where suppliers are found responsible for the delay. 

(Officc Ordcr No. 108, dated 1 O-l(rS9) 

( \  Liquidmxl dunagca can bc levied o n  thc contract price including 
~lcrnents of sales tax. custom\ duty, cxcisr: duty ctc. I.iquiclatcd danlsges is 
:I\SU leviable in  respcct of store, lost in trimsit (whcrc there i 4  delay in dw 
patchlcklivery ) provided the suppliers are rc4poii4il)l~' for safe arriv:+1 or 
.*.?re& at destination. 

(Oflicc Ordcr No.  94, Jntcd 14-9-59) 

( v i )  I n  case of contracts fiv fabricated storcs requiring con t rd ld  law 
~~iaterials. no liquiciated diinlagcs should be Ic\'ied il' clcl;ry in  \upplies is clire 
:o Iatc reccipt of raw materials for which thc supplicr is not rcsponsiblc. 

( v i i )  The question of liquidated damages would Mt arise in cam of 
;ontracts for supply of stores, the entire production of which is controlled 
b! the Government. 

(Oflicc Ordcr No. 18, dated 9-3-60) 
( v i i i )  'llie question of levy of 1 /d in rcspcct :)f trial, etlucational orders 

ctc.,  should bc tlecided on thc ~~ lc r i t s  of cach c;lsc taking into account thc 
ci rcunzstances in which the order was placed. 

( ix)  In  case of develo nicntal orders plsccd for development of indi- 
gcnous capacity, for manu /' acturc of imported stores tho extcmions in deli- 
very period should be sympathetically considered and nornlally issued with- 
ciut liquidated damages. 

[Mcmo. No. CSlA/49 (95) / 1, datcd 28-4-67] 

( x j  The additional expenditure which the Govcrnn~cnt have to incur 
by way of increase in or fresh imposition of snlcs tax, cust,orns duty or 
c.scised duty in case of replacement supplies (replacement having become 
necessary on account of rejection of defective supplies, stores lost or damaged 
in transit etc;) should be treated as a loss and can be recovered by way of 
1 iquidated damages leviable under the contract. . . 

(CMicc Order No. 49, dated 30-4-62) 
Standard  hib but ion 
f% file No. &N-2/8(2-)/I/68. 

Deputy Director(CS-I) 
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5.175. Tk Cemmittte may be 
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St. No. 28 of 21st Report (4LS) 

Thc firm have complctcd delivery of 146 B/s of 'B' Twill Bags under 
their Challnn No. 18905 dated 4-1 1-1967. 
[Miniq~ry of Works, Hawing 8 Su ly (Deptt. of Supply) O.M. No. F. 

43( I H)/66-PI, 7 a t 4  19-7-68]. 



CHAPTER 111 

DO NOT DESIRE TO PURSUE IN VIEW OF THE REPLIES OF GO\'- 
ERNMENT 

5.171,'Tk Committq note that tbe grounds on which the Court rejected 
the case were :- 

(i) Government could not produce satisfactory evidence in support 
of the payment of tJw Pdvance of Rs. 99,294. 

(ii) The standard terns of contract (ForrWSB-133) (a W e  to 
the contract in question, under which recovery of E veranrent 
dues against one conhcts can be effected from the duw pyablr 
to finm under any other mtrPct, were not produced by Go\- 
ernment. 

(iii) The basis b r  the rejection of the t ended  goods was not cor- 
rect. 
Sr. No. 27 (Pnrii 5.171 ) ol' 21st Rcport (4  LS)' 

5.172. The Committee arc unable to appreciate why Government did 
not preserrt the documents to the court and satisfy them, The Commlttse 
would like Govertunent to thoroughly investigate the reasons for tMs f a b e  
and to fix respomibWty and b e  detailed instructions, in consultptlw with 
the Ministry of Law, b avoid the recurrence of such lapses. 

Sr. No. 27 (Para 5.172) of 21st Report 4 (LS) 
Action Taken By Government 

The Ministry of Law, have stated that the system of conduct of cases 
arising in the Ordinary Original Jurisdiction of the Calcutta High Caurt has 
been completeiy re-organised. The cases are now handled by the Solicitors 
of the Ministry of Law who hqve been appointed on a full time basis and as 
such there is little likelihood of recurrence of any such lapses in the future. 
[Ministry of Works, Housing & Supply (Deptt. of Supply) O.M. No. F. 

43(18)/68-PI, dated 19-7-68]. 
5.173. Tbe Committee further suggest that the pane1 of advocates refer- 

ence to their perfoll~u~llce so that only such advocates as show rdfme~ce to 
their performance so that only such advocates as show sustained intonet fn 
Government cases arc retained on the panel. 

Sr. No. 27 (Para 5.171) of 31st Report (4 LS) 
Action Taken 

The Ministry of Law have stated that the panel of Advocates has also 
h e  been revised in consultation with the Chief Justice of the Calcutta High 
Court. 
Ministry of Works, Housing & Supply (Deptt. of Supply) OM. No. F. 

43(18)/66-PI, dated 19-7-68]. 
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accoisaddb. 
5.173. The Committee furtkr suggest that the panel of advocates main- 

tained by Gwernment may be reviewed periodically, witb reference to their 
performance, so that only such advocates as sbow sustained intenst fa 
Govcrnrncnt cases are retained on the panel. 
(Serial No. 27-Appendix VIII to the PAC's 21st Report 4th Luk Sabha). 

( 1 ) Government generally a,cccpts the recommendation made by the Public 
Accounts Committee, but feels that it would not he appropriate to lay down 
wy specific period at the expiration of which the panel may be reviewed. 
The performance and interest taken by pancl Counsel are watched both by 
the Minist of Law at Dclhi and its Branch Sccrctarint at Calcutta and 
Bombay. %I c panels arc rcvicwcd as and whert thew appcass to be need 
for doing so. 

(2) The panel of Counscl for Central Government cases at Calcutta 
High Court was revised on 1-7-1961, 1-4-1962, 16-1-1965 and lastly on 
31-5-1968. Such revision apart, the panel is amended from time to time 
conscquent upon vacancies in the pancl on account of demise, elevation to 
the Bcnch, resignation, etc. of panel Counsel. 

(3) The pancl of Coul~scl for Ccntral Govcrnment cases in Bombay was 
last revised in 1964, supcrscding thc earlier panel of November, 1959. 
Evcn in the pancl made in 1964, many more new namcs have been substituted 
md  added from time to time to cope up with Government work. 

[Ministry of Law O.M. No. F. 5(2)(14)/68-B&A, dt. 4-2-1969]. 



~MMENDATIONS/OBSERVATIONS REPLIES TO WHICH HAVE 
NOT BEEN ACCEPTED BY THE COMMITIEE AND WHICH 

REQUIRE REITERATION 

The Committte note that out of 129 societies which have defaulted in 
tbe payment of loans, as many as 107 have gone into uidation. The 
Committoe desire that the Government should ta,ko suitab "I e measures to 
~asurr: recovery of loans to the maximum extent possible already given to 

societies under liquidation. Thc Committee also suggest that Govern- 
nlea t  should investigate in detail thc reasons due to which societies to whom 
RS. 10,000 or more werc advanced as loans, went into liquidation. Apart 
from taking suitable rncasurcs in tlic li ht of this analysis to cffcct recovery E from other Cooperrit ive Societies. the omrnittee would like Government to 
rcviea the criteria for advancing loans to cooperative societies so as to avoid 
tw.qrrsncc of such cases. [Serial No.  5-Para 3.16 Appztitlix V l l l  of' the 
I>./+ S 2 1st Report (4th Lok Sabha) 1. 

r?r4 a result of constant efforts king made, thc rccovcry effected during 
the ycqr 1967-68 is as under :- 

(in rupees) 
-.---- - ------- -- - --- - -* -- -.- ---- -. 
Bdawi. outstanding ss on Amount recow ctl Balnmx i15 on 31-3-1S6X 

3 1-3-67 

Pi Int. PI. Int. PI. Inl. 
3,92.591 .68 47,793 -00 30,405 -91 14,741 -00 3,62,185 a77 47,136.92* - - -------- - - -. 

(*Includes further interest on overdue principal). 
Followin steps have been taken for the early recovery of outstanding 

loans from t fi e societies under liquidation :- 
Periodical meetings of the liquidators of the concerned societies are being 

heid, where Registrar of Cooperative Societies, Delhi, reviews the rogress 
of recovery and the efforts being made by them in this behalf. &mw 
ncccssary, liquidators contact the Collector personally for ushing up the 
r ~ m i e s  qnd taking suitable action. During the year 1963-68, 41 meet- 
ings werc held for the purpose. 

2.  3381 cases involving the loans amounting to Rs. 3,55,850 have been 
referred since 1962-63 onwards, to the Collcctor, Delhi for recovery as 
arrexs of land revenue. 

3. A decision has been taken by the Delhi Administration on 30-7-1968 
to delcgate the powers of Collector to the Assistant Registrar of Cooperative 
Scv=xties so that the recovery of arrears may be expedited, 

The total nymber of societies which were advanced loans d Rs. 10,000 
more and which went into liquidatiors is 40. 

11.1 



An examination of the causcs leading to the liquidation of these socis 
tics reveals that these societies were brought under liquidation for one or 
more reasons indicated below :- , . 

(a) Thesc societies were mainly organised for the Refugees many of 
whom, in search of emptoyment or business to rehabilitate them- 
selves, have left Delhi and migatcd to other parts of the corm- 
try. 

(b) Lack of interest on th,e part of management and members duc 
to which some of these societies sustained heavy losses. 

(c) DUC t~ gross mismanagement and serious irregularities in som 
of tho* societies, thcre was no possibility of the societies being 
rch:hakilitatcd. 

(d) Sevcral socictie; ccased functioning due to large scalc and mi- 
vcrsal dcfault in rcpaymcnt of loans. 

The main criterion for advancing loans to Cooperative Societies is their 
credit worthiness and the standard of management. The Union Temtotics 
qiministrations have been again requested to exercise caution in determining 
the suitability of a socicty before giving the loans and advances. 

As regards the recovery of loans given to societies for the rehabilitation 
of displaced persons, the Committee suggest that the Department of Coo 
ration should intimate the details of recovery from members of these 
apuative Societies to the Chief Settlement Commissioner so that these could 
be adjusted, if a&nissible, against the compensation claims, if any, of thest' 
di.spl& persons. [Scrial No. 5 Para 3.17-Appendix VIII of the P.A.C. 
21st Report (4th Lok Sabha)]. 

As suggested by the Committee, Registrar of Cooperative Societia, 
Dclhi, had forwarded a list of the defaulting societies to the Chief Set&- 
m a t  Cornmissioner, Ministry of Labour Employment and Rehabilitation 
with the request to examine if the society's dues could be adjusted against 
any pending compensation claims. However, the Chid Settlement Com- 
missioner had expressed his inability to initiate action in the absence of indes 
number of the claims ctc. 

It may bc mentioned that these l o r n  were given for the p u r p  of 
rehabilitation of the refugees at the time of partition of the oountry. No 
such loans afe now being given. 

The Committee find from the analysis of losses furnished by Govern- 
ment that in most of the cases, it is due to high expenditure on staff and 
unsatisfactory management. The Committee suggest that Govt. should keep 
a close watch on the working of societies in which Government had madt: 
substantial investments so as to ensure thqt these are managed properly and 
that losses are eliminated. 

The Committee are not able to appreciate how a society in which Gov- 
ernment habe invested Rs. 4.75 lakhs and which has a turnover of Rs. 2 
crores could suffer losses. The Committee would like Government to ensure 
prudent management of the society to safeguqd public funds invested in 
~ t .  [Serial No. 6 (Para 3.27 & 3.28kAppendix VIII]. 

The observations of the P.A.C. have been noted and action taken for 
compliance. The Governmeht nominees on the management of the State 



pfiaered societies and cooperative department's officers hqvc been asked 
tm 31-7-67 to watch the working of rhc conccrned societies to ensure that 
they are manrtpd properly and losses are climinntd. 

To safeguard the intcrcsts of Government and public funds the Union 
'&rritories Administrations havc hccn asked to issue suitable instructions to .a Cfivcrnmcnt nominces to awnd regularly the mcctirrgu of the Board of 
Manapmcnt and to makc a report to thrir hi~1ic.r ofliccrs whct~cvcr defects 
,m noticgd in the working of the socktic.;. 

The Delhi Consumer Coopcrativc Wholcsnle Store suffered losses although 
it hail n g o d  turnover mainly due to the following rcnsons :- 

(a) Prcpondcrancc of cont~Ald  commodities in the sales; 
(1,) L!i.l\ing up of upital \vith primarics to whom supplies wero 

made on credit: 
(c) Hcavy establishment expenses (Pay roll cxpcnses) and other con- 

tingent charges i n  relation to the low gross profit. 
(dl Hugc outstanding adva,nces against certain pnrtics and members 

of the Managing Committee (the advances outstanding on 
21-5-67 w m  Rs. 4.94 lakhs); 

(c) Indiscriminate and ill-timed purchases made by unnuthorised 
hands on behalf of the stores; and 

( f )  The recruit~nent of inexperienced/ineficient staff. 
The bulk of the turnover of the society was accounted for only by 

r'rtioned commodities where thc margin of profit is very low. As the opera- 
tions in these commdities proved to bc uneconomical, the society gave up 
the business in October 1967. Fast selling and profitable items are being 
introduced likc cycle tyres q d  tubes, scooter tyres, vanaspati, blades, gene 
rd merchandise, sugar etc. As regards recovery of amounts locked up 
with primaries, a recovery cell has been set in the officc of the Wholedo 
Society in charge of an officer lent on deputation by the Delhi Cooperative 
Department. Out of the amounts outstanding Rs. 95,128.97 havc been re 
covered. Arbitration reference have also been filed in 41 cases out of which 
awards in 23 cases hmc been obtajncd. Proceedings are in progress in the 
rat  of the cases. 

Noticcs prcparatory to arbitration have also bccn scrvcd upon other storcs 
tldmlting payment. Efforts are also being made to rcduce expenses on 
d~crheacis like establishment charges. 

As the elected management had failed to run thc institution on proper 
I 3cs and there were serious irregularities in thc working of the store, losses 
ulmtinued piling up, the Delhi Administration took notice of the worsening 
.ituation and in an attempt to improve the quality of management, super- 
aid the elected management and replaced it by a nominated managing corn- 
rnittec: on the 28th June, 1967. The superseded managing committee chal- 
13need the order of the Administrqtion through a writ petition fled in the 
Iklhi High Court. Because of the pending writ petition and the uncertainty 
of its future, the nominated managing Committee could not work effectively. 
'k Delhi High Court quashed the order of supersession on 21st March, 
1968. Consequently the old managing committee has taken control of the 
:iffairs of the Store on the 28th March, 1968. The Delhi Administration 



. 
proposc to go ia appeal and has filed an application for special leave to 
appeal before the Supreme Court. . 
[Ministry of Food & Agri. C.D. & Coop. (Deptt. of Coop) OM. No. 6.8/68- 

TB&C dt. 5-10-68) 

"The Comalittee rcgrct to note that an amount of Rs. 151.53 Clakhs (Ih. 
53.58 lakhs principal and Rs. 97.95 lakhs as interest) was over-due for 
rocovcry from the Dclhi Municipal Corporqtion on account of the loan.% 
given by the Central Government for implementation of certain water supply 
and scwilge schemes. I t  is also strange to note that even when the loaas 
were sanctioned for a specific purpose, the realisations of water and sewage 
taxes wcrc crcdited to the general funds of the Corporation instead of being 
placed in  a scparatc account for the repayment of the loan. The Committee 
feel that rcpnyment of the instalmcnts of thc loans and interest should have 
bccn the first chnr~!c on thc rc:ilisations from water and sewage taxes." 

Serial No. 11 of Appendix VIlI of the Twenty-first Report (Fourth L o k  
Sabha) of thc P.A.C. (1 967-6X). Para No. of Report 4.1 5 .  

Action taken 
The accounts of the Water Supply and Sewage Disposal undertaking were 

already bcing maintained separately from those of thc General Wing, except 
in the case of the collection of- 

(a) Water charges recovered on the basis of metered water supply 
and flat rate supply; and 

(b) 'water tax and scavenging tax collected as components of the 
property taps. 

2. According to the practice existing in March, 1967, so far as amortats 
collected in respect of (a) above were concerned, those were credited sb.r3gbt 
away to the account of the Undertaking. The amounts realbed in respect of 
(b) above, which were recovered as components of property taxes werc 
initially credited to the accounts of the Gener J Wing and later credited by 
that Wing to the accounts of the Undertaking. However, an amount of 
Rs. 120 lakhs on account of water tax and scavenging tax collected by thc 
Oencral Wing up to 31 st March, 1967, on behalf of the Water Supply and 
Sewage Disposal Undertaking has not been transferred to the apxunt of the 
Undertaking as yet. The reason for this short deposit by the General Wing is 
again thdr precarious ways and means position. The said amount of Rs. 120 
lakhs form part of the outstanding amount of Rs. 636 lakhs against thr: 
General Wing of the Municipal Corporation of Delhi, 

3. In order to ensure that the a,ccounts of the two win@ of the 
ration (General Wing and the Water Supply qnd Sewage Disposal =I 
taking) remain completely separate, necessary orders were issued by the 
Commissioner on the 28th March, 1967 (copy enclosed) and the pr-c 
given therein is being followed strictly with e f k t  from 141967. The 
Water Supply and Sewage Disposal Undertaking have also ceded t?M d 
the amounts collected by the General Wing on ~ t s  W have been & 
to their account during 1967-68. 



4. The Lt. Govclltor, Delhi, ha4 written to the, Cornmissloner, Delhi 
Monicipal Corporation in May, 1967, instructing inter dia that- 

"the repayment af loans and interest charges advanced by the GQV- 
emment of India should be the $rst charge on the revenues of the 
Undertakings and steps should th taken to pay these up." 

Ln this connection, the Undertaking have pinted thqt while putting this 
condition, the huge expenditure on revenue account incurred by them on 
the salary'of staff and the production of watcr and disposal of sewage had 
not been taken into account. This is an expenditure which by no mans, 
a n  be postponed even for a sing~c: day. Howcvcr. the Undertaking have 
.~ssured that they would repay the loan instalmcnts (including interest there- 
on) after they have rcccived thcir ducs outstanding against the General Wing 
of the Delhi Municipal Corporation ;ind the New Dolhi Municipal Corn- 
mittcc. According to the Untlerttlking, thc out\tandinp aniounts against the 
General Wing of the Municipal Corporat~on of Dclhi and tile Ncw h l h i  
Vunicipal Cotrlniittcc as on 3 1 st March, 1968, amounted to Rs. 636 lakhs 
ind Rs. 175 lakhs rcspectivcly. whercn\ Ihc amount of overdue instalments 
(principal and interest) as on 31st Mrirch, 1968, i.r Rs. 442.72 lakhs. Tile 
Lt'. S. and S. D. Undertaking h a ~ c  dr~itdy aought confirmation of thc 
~illount of Rs. 636 lakhs outstanding against thc? Gcncral Wing of the Delhi 
\lunicip;o Corporation and the same is awaitcd. In regard to the suni of 
Rs. 175 lakhs against the Ncw Delhi Municipal Committee, the position is 
that thc New Delhi Municipal Conimittcc had raised a dispute  bout thc 
quantity of watcr supplied to them and thc cost thercof, as chargcd by the 
I)c.lhi Watcr Supply and Sewage Disposal Undcrtaking. This disputc is under 
consideration of the Lt. Govcrnor, Dclhi, and his final award about thc 
mount payable by the New Dclhi Municipal Committee is expected to bc 
rcceivcd shortly. The New Delhi Municipal Con~n~ittce has not, however, 
~ccepted the outstanding amount of Rs. 175 lakhs as per records of the W.S. 
& S.D. Undcrtaking. 
{Ministry of Hcalth F.P. (Deptt. of Hcalth) D.O. No. 16-14/68-PHE, dt. 

1/8th April 19691. 
ANNEXURE 

SUBJECT :-4cparqtion of the accounts of the Water Supply & Sewage Dis- 
posal Undertaking from those of the General Wing of the 
Municipal Corporation of Delhi. 

At a meeting held in the Cabinet Secretariat to-day it was decided that 
\ te  should take steps to immediately separate the account of Water Supply 
and Sewage Disposal Undertaking from those of the General Wing of the 
Municipal Corporation of Delhi. 

2. Already, the accounts of the Water Supply and Sewage Disposal 
Undertaking are being maintained separately from those of the General Wing 
except in the case of the collection of- 

(a) Water charges recovered oh the byis  of metered water supply 
and Flat rate; and 

(b) Water tax and scavenging tax collected as components of the 
property taxes. 

3. So far qs the collection in respect of Water Charges recovered on the 
basis of metered wqter supply and &it rate are concerned, these am already 
being credited straight away to the accounts of the Water Supply and Sewage 
D i p M  Undertaluug. 



4. A\ rcgdrdli thc watu tax and scavenging tax, which arc recovered 
rss a)mponents of propcrty t a m ,  the* are crdited to the accounts of the 
General Wing of thc Municipal Corporation of Delhi and later credited to 
the accounts of thc Watcr Supply and %wage Disposal Undertaking. Thi~ 
yaw, the entire recovcrics on thclrc: account\ Iirtvc already been credited to 
the accounts of thc Watcr Supply and Scw;ipe Disposal Underhking. Tn 
the prcvious years, howcver. ii Turn nniounting to Rs. 1 0  lakhs was not so 
creditcd i~nd that remains to thc debit o f  thc accounts of the Gen~ral Wing 
and form4 n part of about Ks. 400 lakk outstntiding against the General 
Wing of thc Municipal Chrporalion of Dclhi. 

5 .  In  order lo cnwrc that the ;~ccou~it of rhc two wings reiuriin com- 
plctcly separate, thc follo~ing proccdurc 41;111 bc followcd with etfcct from 
the 1st April. 19G7 :- 

The bills scnt t o  tlic property-ou,ncn contain thc following four corn- 
pononts of thc propmy-1a~es. nmcl}-- 

(i) GencraJ Tax :  
(ii) Water Tax; 

(iii) Scavenging Tax and 
(iv) Fire Tax. 

Thc total amount rcccivcd by tlic A s s c m w ~ t  and Collection Dcpartmcnt 
will be credited to thc Municipal Treasury ;md sepnratc clrallans prepared 
one in rcspcct of water tax and tlic scavenging tax and the other relating to 
general tax, fire tax and other taxcs. A copy of thc Challan relating to 
the water tax and scavcnging tax will siniultaneously bc scnt daily by thc 
Assessment and collection Dcpatment to the Deputy Chief Accountant, 
Wqer Supply & Scwagc Disposal Undertaking. Thc following day, thc 
Aocounts 1)epartment of the Gcneral Wing will issuc a cheque in favour ol' 
the Water Supply & Scwqc Disposal Undertaking in respect of the aillec- 
tion made the prcvious day. and intimatcd to it in the challan sent by thc 
Assessment and Collection Dcpartmcnt, In this way, the collection madc 
the previous day by thc General Wing on bchalf of the Water Supply am1 
Sewage Disposal IJndcrtnking will bc dcpositcd with the Watcr Supply and 
Scwage Disposal Undcstnhing thc next day. 

Tlic proccdurc should he strictly followed. 
Rccommcndation 

"Thc Committee h i q ~ c  that. with tllc implcnlcntation of the instruction, 
issued by the 1,t. Govcrnnr. Dclhi, in May. 1967, it would bc possible 
for the Gover~imcnt t o  gct back instalmentr of loans and intcrest due from 
the Municipal Corporation, Thc Conimittcc need hardly stress that, whcn 
loans arc granted for qwcilic purpose$. their rcpnynicnt on due dates should 
he insistcd upon and dcfnults in rcpnymcnts should bc viewed seriously. 
The Conitnittee would nlso like to bc informed of the recoveries of the over- 
due instalments in this cnsc." 

Serial No. 12 of Appendix VIII of thz Twenty-first Report (Fourth Lok 
Sabha) of the P.A.C. (1967-68). Para No. of Report 4.17. 

Action taken 
The accounts of the Wqttcr Supply and Scwage Disposal dndertaking arc 

now being maintained separately. The position has also been stated in the 
note reluting to para. 4.15. 



2. The amounts that are received by the Gcnml  Wing on account oE 
water tax and scavenging tax arc also being credited immcdintely in the 
accounts of the Watcr Supply and ScuP;lgc Disposal Undertaking. . 

3. As regards rendering of full accounts of the loans and grants released 
by the Govcrnmcnt, the Undertaking have stated that the loan cannot be 
said to be fully accounted for unless the expendittlre thercfroni is adjusted 
in the accounts of the Delhi N'atcr Supply and Scwagc Disposal Schemes/ 
Work$. During the First and the Second Fivc Year Plans, the Works were 
c ~ ~ ~ t c d  tllrou_Ph the agency of thc Ccntrd Puhlic: Works Dcpartmcnt and 
;qdvrmces for esccutinp those works werc paid to thcnl. While the works 
wcrc completed by thc C.P.Rf.D., the accounts thcrcof were not gnerally 
rendered by them and cvcn uptil now a sizc:hlc itmount of the ndvanccs 
ic outstanding against thc C.P.1V.D. Thc Chid Engineer. C.P.W.D. has 
dl dons bccn rcmindcd to tcndcr thc account of ;dl the advanccs. The 
Water Supply qnd Scwugc Disposal Undertaking arc taking up the matter 
with thc Deptt. of Works. Housing Rr Urban Dcvclopn~cnt to cxpcditc the 
scttlcmcnt of accounts and refunding thc unspent balnncc out of the advanccs 
paid to the C.P.W.D, 

4. As already stntcd in thc note relating to p:wa 4.15, the Water Su ly 
imd Sewage Disposal Undertqking arc making all efyorts to repay the P' oan 
instdrncnts (including intcrcst thereon) but this is contingent on the fact 
that their dues outstanding against the General Wing and tho N.D.M.C. 
:Ire reccivcd by them. The Govcrnment of India havc already seriously 
vicwcd the defaults in repayments by thc Undertaking. This question was 
last discussed in thc Third Meeting of the Committee of Secretaries. It  was 
stated that the Morarka Commission had gone into this question and it would 
haw to be furthcr reviewed after the report was rcceivcd by the Govern- 
ment. The existing tariff may also havc to be re-exqmincd, if neccs- 
sary. 

5 .  Thc position rcprding rccovcrics of the ovcr-duc instalrncnts as on 
3 1st March. 1968 is as under :- 

Principal Rs. 144 a89 Inkhq 
Interest Rs. 297.83 lnkhs 

Total Rs. Rs. 441.72 lakhs -- -.- -.. 

No payment was made by the Undertaking during the pe r id  from 
1-3-65 to 31-3-68. Thcy havc, however, madc a payment of Rs. 20 la,kl~s 
t\)wards repayment of loans to the Govcrnment of India on the 4th April, 
1968. 

Ijlinistry of Hcalth Family Planlung (Dcptt. of Hculth) O.M. No. 16-14/68- 
PHE, dt. 1/8th April 19691. 

Recommendation 
"The Cbmnlittee undcrstand that a, Commission is at present looking into 

the unsatisfactory state of finances of the Delhi Municipal Corporation. The 
Committee have no doubt that, based on the findings of this Commission, 



Government will take adequate measures to put the state of fiaaaces of tbe 
Dclhi Municipal CorporatKIIl an a sotlad footing." 

Serial No. 12 Appendix VIII of the Twenty-First Report (Fourth b k  
Sabhrr) of the P.A.C. (1 967-68). Para No. of Report 4.18. 

A&II taken 
The rquiremcnts have been noted and the Ministry of Home ABah will 

bc rquested to take necessary action at the appropriate time. la this am- 
ncction, para 4 of the note reliqting to para 4.17 of Wal No. 12 may 
kindly be seen. 
[Ministry of Health F.P. (Deptt. of Health) D.O. Letter No. 16-14/68-PHE, 

dt. 1 ./8 April 19691. 



R&ZOMMENDATIONS/OBSERVAT1ONS IN RESPXT OF WHICH 
GOVERNMENT HAVE FURNISHED INTERIM REPLIES . 

2.31. 'Tbe Committee regret to note that the various fMmlP1 h e p d a r b a  
imokiag a sum of R!. 73,741 w 7 m  comnWcd by the mchier in the ofke 
ot the R q h d  PIssport Office. Madrps, since April, 1959, and these came 
to light oaly in December, 1965, Le., after a lapse of six ye-. 

2.32. The Committee note that the cashier concerned has already been 
coavicted by the lower court for a term of five years imprisonment and a 
fire of Rs. 6,000 and that be has filed an appeal in tbe W m a  H i b  Court. 
Since the appeal is! still pending. the Committee would not like to comment 
in detail on this particular case. The Committee have no doubt that Gov- 
ernment will take suitable action against all those who are held responsible 
for the embezzlement and the failure to detoct mslpractices in time. The 
C d W  should be informed in due course of the action taken PDPIlWf 
them. 

2.33. The Committee not0 that tinstructions to avoid a recurrence of 
such m e s  of fraud in security deposit fees were issued by thc Ministry d 
Exteraal Affairs in November, 1966, aRd that the adequacy of these in& 
tructions is being examined again by Government. The Committee m t  
that the procedure of accept@ dcpodts and their remittance to Govennnent 
account or refund to the person mncerned should be fully gone into by Gov- 
ernmeat in ooasultation with Audit and W e d  instructions issued to avoid 
the recurrence of such cases. 

[Sr. No. 49-21st Report (4 LS)] 
Action taken 

Action against the qllcged delinquent officials and failure to detect mal- 
practices in time is in hand and the Committee would be informed in due 
course of the action taken against them. 

The procedure for accepting deposits and their remittance to Government 
account or refund to the persons concerned has been fully gone into and 
draft detailed instructions q c  under examination of the Audit Authorities. A 
copy of the instn~ctions will bc made available to all conccmed on receipt 
from the Audit. 

Ministry of External Affairs O.M. No .(BFlr)734O/ 1/68 dated the 16th 
November, 1968. 

M. R. MASANI, 
C h a i r m ,  

Public Accounts Committee. 
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APPENDIX I1 

The Committee ~lcsirc,that rcplics lo thc outstanding 
r .c~on~~i~cndi~t i i )~~s  C O ~ I ~ ~ I I I C ~  in the licport ~hould bc 
bubn~itlcd to thcn~ c\pd~liously. - 

L 1.7 1 ,  ( f  'I'hc Commit~cc rcgrct t!, ohscrvc that not rnuch 
C0opc.1.a- Ilcsdnay har bccn ma& 111 thc rccovcry of luaris 
t ion given to thc Coop;r;ltivc Societies nlthough 381 cases 

tovolving loans amounting to Rs. 3.55.8.50 had been 
rofcrred sincc 190243 onw;lrds to thc Collcclor, Dolhi 
for cffccting rccovcry nq arrcurs of land rcvcnue. Thc 
Colnmittcc desirc that Govcrnmcnt should take en- 
~vtive measures to rccwcr thc outstanding dues and 
untcrest thercotl cxpcditiously. 

The Committee uolc that 40 Cooperative Societies 
which were each advanced loans of Rs.lQ.000 or marc 
had gone into liquidation. The , Committec 
rcgret to obscrve that the maul causes 
leading to the liquidation of thcse Societies wela lack 
of interest on the part of management resulting in gross 
mismanagement and serious irregularities. The Commi- 
ttee feel that Govcrnment which had advanced sub- 
stantial amounts to thcse Societies should have kept 
propcr and contemporaneous watch over the function- 
iagofthesc Societies. The Conimittce hope that before 
granting financial assistance to Cooperative So- 
cieties, in future, the Delhi Administration will invari- 
ably verify the viability of the Society, its managerial 
capability and the standing of the Members of the 
Society. The Committee need hardly stress that 
as soon as a default of tho part of a Cooper- 
ative Society comes to notice, necessary remedial 
measures should be taken before the position deterior- 
ates to a point that the recovery or loans granted by 
Oovernment is jcopardised. 

Do. The Committee note that the Chief Settlement 
Commissioner had expressed his inability to initiate 
action for tho recovery of loans due from the Societies 
for rehabilitation of displaccd person9 by adjusting 
them against pending compensation claims, if any, in 
the absence of index number of the claim. This is 
indicative of the fact that propcr care was not observed 
in taking down all relevant particulars of the Members 
of thecooperative Society so as to sccure Government's 
loans to the mixirnum extent possible. The Committee 
suggest that Government should issue suitable instruc- 
tions for noting down all relevant details in respect 
of the Members of the Cooperative Society before any 
loan is granted, so that in the event of default, it could 
be recovered from all the available resources of the 
Members. 
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Thc Committee take a serious view of the im- 
laritics in working of the society which has muW 
in piling up of lwscs. The Comrmttec suggest that in 
the light of the lapses found in the worhng of 
this Cooperative Society a suitablc c W  
list should be devised for exercising c o n t e m p o m  
and factual chcck in the working of the Cooperative 
Sccictic\ in order lo ntrievc the position k f o n  it 
becomes too late. 

Thc Committee notc that Govcrnmcnt havc applied 
for hpcciul leave to file an appeal before thc Supraaw 
Court against the iudgernent of the High Court quash- 
ing tl~c order of supersession of the Managing Commi- 
ttee. Tlicy would likc to know the outcomc of thc 
ppplicir~ ion. 

Tl~c Conimittee need hardly stress that cvcry cffon 
should continue to be made to recover the outstanding 
amount4 due to the Cooperative Society a5 early as 
possiblu. 

The Committee regret to note that the amount 
of ovcrdue indalmcnts of the loan repayable by the 
Water Supply and Sewage Disposal Undertaking 
to the Government of India has increased from Rs. 
151 3 3  lakhs (Rs. 53.58 lakhq) principal and Rs. 97.95 
lakhs interest) as on 31st Mtych, 1966 to Rs. 442.72 
lakhs (Rs. 144.89 lakhs pnnupal and Rs. 297.63 
lakhs interest) as on 31st March, 1968 (the Under- 
taking has made a payment of Re. 20 lakhs towards 
repclynicnt of loan on 4th April, 1968). 

Thc Committee desire that repayment of loans and 
interest should be the first charge on the Water Supply 
and Sewage Disposal Undertakmg, and they would 
like Gover~~nient to ensure that the Water Supply and 
Sewngc Disposal Undertaking honour thcir com- 
mitments in this behalf. 

According to the Water Supply & Sewagc Disposal 
Undertaking, their outstanding dues against the Gem- 
ral Wing of Mudcipal Corporation of Delhi and 
New Delhi Muniupal Committee as on 31st March- 
1968 amounted to Rs. 636 lakhs and Rs. 175 lakhs 
respect i vcl y. 

The Committee would also suggest that a 
suitable long-term arrangement should be evolved So 
as to ensure that future payments by th& looal b o b  
to the Water Supply & Sewage Disposal Undertaking 
are made in time. - 



9 1.20 Health Anather dist %fact h u t  to the notice of 
Work & the Committee b t CPWD who C X C C U C ~  the 
Housing works for s t h a  Wuer utd SewrsaDhmsal %Lo Undertoking in the First nd Five Yau Plans 

h v e  not yet r d e d  detailed accounts. This is an 
utUcmcly umdsfactory stale of atkirs. Tha 
Committee suggest that Oovtrnmcnt should b v a  
the aaounts findiscd by a tupt  date to be hod in 
that kbalf. 




